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FUTURK OF WOlif.l) AND NATIONAL F(X)NOMIES 

BY 

Thof. V. G. Kale. 

Fx]igtu nt'O ot ilio ]‘asi i'ow years shows ( loarly n)iiiiis1akal)le 
sio'ns of a strong' reac tion in the sphcMc's of internal national jiolieies 
anil inti'rnalional rcOaiicnis a^ainsl Liheralisni and extreme toiins ot 
Socialism and likewise of a drift towards ecanomif natiojialism on 
all hands 4 ind a deliberate jerk in that direeticm in fortaiii instances. 
There is, indeed, no donht that nations still feel the indispensahle 
need of concerted acdlon to attain the common imrpose of finding* 
menuKs to lift the world from the eatacdysmic depression into 
whi<*h it has t>een thrown. The very meeting of tin* World luo- 
noinic Conference in homhai is suflicient j.roof of this. The reports 
ot the proe<»edi u^cs ot the committees of the Conference received 
from day to day, however, indicate what a wide »ulf is fixed 
hot ween the inidispiited gcmeral desire to coinc'^ to an agreejnent on 
the common action to he taken and the* contlietin^jf viewpoints 
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adi>i)ie(l by difforejii iiatitaifi a« to (lio s])e(ifi(' ineasuro^i desigiUHl 
to roach the ol)je€tive. Divergence of (i]>iiiioii is, of course, lo be 
expected when representatives of iho nations of the world meet to 
thresh out inoblenis of vvorld>ec(;noijjy otmI io fix their contribution 
to the output of joint decisions. (Questions like thovse of the gold 
standard, the fixing of tlie cx('hange tatios, the future of silver and 
tariff ])olicies are ceit^iinly Ix.iind to he viewed differently by 
different nations, and understandings and com])ro]nises on them 
become inevitable. Ibit a <'areful (d)server will not fail to notice 
that there is 3nuch mon* lieie than ap]>ears on the surface and to 
the first view. The Lijiidou ('oiiJtnnce did not meet, it should h(‘ 
huiTH^- in mind, to discuss one or two specific issues, though (ejtain 
countries may he paiti(‘uhniy interested in si'cairing an inter- 
uat.iomil agreement, on a (|aestion hero and a (juestion (here. Fo]- 
instance, a rise in the level (d pi ices i.s d< sired hy all, and so is 
sta.bilisation of exchanges; and yet the methods ot achieving the 
ends may be differently emphasised hy different nations. Dut the 
real jirohlem before the ( 'onference w as, in (dfect, the lehahilitation 
of world-economy and the readjustment of international redations, 
though it might not ajipear in this liglil e^en to those participating 
in its delilxuations. That the total loeakdown of the ('onference 
should have become possible, e\en in its initial stages, cannot 1ml 
point to something iundamental in the make-up of woild-ecxmomy 
having been touciied in the c(,nrse of negotiations on apjiarently 
minor issues. 

There is a feeding in cirtain {|uarters that et'onomie nation- 
alism is the worst and pn bahly the only i(*nl stumbling Idock in the 
path of world recovery, and that all that is needed to ]mt an end to 
unemployment and to rest re industrial and tiade prosperity is a 
return to the pre~\Var conditi* ns of international economic rela- 
tions, particularly in the mailer of tariffs, movements of gold and 
capital, and the unrestricted exchange of commoditievS. It is for- 
gotten, in this connection, that the vrry struedure of world-economy 
has been tadically altered and the <;hl interuaticmal eexmomic rela- 



FUTURE OF WOHU) AND NATIONAL R(T)NOMTK8 


3 


iioiis liave been i’uiHbuneiilally cbaii^od as a result of tlie Great 
AV ar uiul of the teTTitt)rial, jaJiHeal, atid ( (‘onoinic arrau^'enoieiits 
efVecied by llie Tiealy of Veisailbs. The I oiidon ('oiiforenee was 
precdiided from diseussiu^- lar^e issues Vice (>eii)ian repai'aiioiis and 
inler-allied debts, and was rosh*ictod to (fie de^beratioii of what 
ar(\ after all, teini'orarv deviees and su] t‘rH(‘ial remedies. This 
may |)r(d)ably be Justified on the eronnd of tl'e delieate jiolitic'al 
relations of rations towards one anotlnu* Hut i xen the eommittee 
of ex|H‘rts which drew up the annotated agenda of the "Wbrld 
fNmfer(oic(* had to utter a uarnitio- against (.]>tinrstic ex]’ectations 
nnb'ss <‘(‘rtain condi(i<ms were iulfilh'd. Tn respect of the exten- 
sive ])!( ,<>‘ramme it liad drawn up tln^ Committee staled: — Wc.*! 
would not p'ive tin* impnxssion that the adojdion of tliis ]u*oo‘T'amme 
('ould deliver the wiirld at a <M(dve from the difficulties under which 
it is now labouring'. Hut it the (bwernments ait* ju-ejiared to 
undertake it. and also to settle j'olitical questions which lie outside 
ih(^ sct)])o of the (\mferenee, we (elieve that confidence and 
]>rosj)erity can be restored.*^ (‘nfortuiiatidy both theorists and 
politicians are hlind to th(' uvw liend <f lliouj.’ht and ]>olic\ around 
tlumi, and delude themsidves with tin hiiid that somehow^ i.r other 
the pre-War (('onoinic <H|uilibrium, national and international, may 
be Tu^-tored it tbe panacea of nnicstr’cted tiadi' w^ere lulopted. As 
a matt<u* of fa(*t, tbe ])re-War w (irld-ec^onomy is ineapabb^ of rev ival 
in its (dd familiar torm, and nations liave to rceownise that they 
ran only make the most of the altered (Muulitions ami (’hon^inp’ 
])olitieal and economic* ideas and ])olu ies in the various nations. 

AVhether one likes it- or not, the Tiberalism of the last cen- 
tury, both in lhditi(\s and h'conomics, has lost around almost every- 
wdiere and strong op])osiie (tirrents are visible on all hands. Ft 
has been deliberately re]’udiated in certain countries, and Fascist 
orj^anisations and dictatorships are the order of the day. This re- 
volt from libcualism, wdmtever its ultimate end may be, means 
sc>^vere restricdlon individual freedom to c’arry cm economic 
activitJes and the control of trade and iudnsfiies by an all -power- 
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till Slate. And it a])i)eurs as if a new epoch hi tlie liistory of the 
])oliti(ul and ('cononiic develoinnent of the world had opened, and 
that the familiar solutions of international difficulties were no longer 
applicable and efYeclive. Fascism is (jpposed to Liberalism and 
Socialism both. To tlio ionner, because it reduces the State to 
(he ijosilion of a collection of inde]»endeTit atoms and thus renders 
it weak, and to the latter, because it divides the community into 
two warring classes with a similar iiiidesiiable i fleet. It conceives 
the State as an organic personality which cannot be divided with- 
out disastrous lesults. As an oj^pomuit of Liberalism and So(‘ial- 
ism, Fas(‘isin is likewise anti-iiitcrnaiional. It is born everywhere 
out (d national sentiment, and it is as strong in rountiies defeated 
and eonqnerod as in the victorious. It does not ioleratt' free ('om- 
pelition, the life-hieuth of lulieralism, and cannot permit the class 
war of Socialism. ^ Would it not b(' futile to seek to lelniild world- 
e(»onomy ou foundations which have been ^luiken by the assault of 
such new ideas and new ])oHcie.s disfdosefl in the ])(diti(*al and 
economic movements which are taking sha]>e before our eyes? To 
a nation like England, whose very existence is de])eTulent on the 
free movement of goods and services bctweeii (ountrios, theit* is 
no t'sca])e from a conception of world-economy in Avliich there is 
no place for selt-sutficiency as a means or as an end of national 
('conomic polic'y. As Andre Siegfried imints out in his work on 
“The English (b*isis,'^i^i whatever changes may be effected in British 
cconomi(‘ policy, it must continue to be essentially basted on three 
indispensahlc principles, viz., — free intercourse and exchange of 
g()<}ds, control over the raw materials of the world, and the system 
of international financing. A close study of the developments 
M'hich have taken place in England during the ])ast few years leads 
the author to the (onclusion that the attitude of that nation 


1 See Inteniationaler Faschtf/pius — Verlaj; : G. IVaun Karlaruhe. 
la Die Etiijlische Knse, 
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must over remain international, and that a radical departnro tiom 
it it. iinll»inkal)le. He helie\es that hn^vlnnd, as a hading? Kuro]je/n 
l\)\ver, attacdied to the ( ’ontineiit, is an idh' dieam, and still 
F,iif>*land as a closed Finiaie is a Hiopia. According* to iiini tin' 
vitality and the jliaiKy which characterise the ILitisli ])eoj)le will 
save them from the ruin w hich a radical ( luiiift'e over to a new 
policy is Mir(‘ to hrin^* on them. 

Th(‘ atta(*hment ot Fn^land to the j*re-\Var system of woild 
(’conom> is p(n‘fectl\ intelli»nhle, and that natioji’s ca}>a(*ity for 
adjiistmcmt to chanpnl ronditions i> veil i ccog*.. ised. But the faith 
in the “ naturalnoss ’’ and eternity of that economy, which was so 
virile* and e'ommon in ye‘ars yast, no lont^er holds. The l)itterne\ss 
ed tielin^' evoked h\ the misery which lias been) the sad h t oi 
nations during* the | ost-War period is redleited in the le^oluie 
ii'fusal of man> thinkers in them to bedieve lliat the w’oild e an Ik* 
revstored to ) re-War e*e ( nomic eonditions, internal aTid intcrnatioiial, 
h'or instance*, Fd^ar Salin* says: — “ Fiee* trade, free flow of 
capital, and the* ^’old standard were the* lines and the* pi inci])les 
alon^* anel ace'ording' to wdiich Kn^daml luled ovei' its (*mpir(* and 
the* weirld. As tlu* War shook the lealershi]) of Enohuid tlie ])o.^- 
sihility (»f that nation e-xeredsin^' woild < ontiol in ac cordance* with 
tlu* husiness meuais ot a e^entlennan traile*r is uone hy ; and, with 
it, has ]iasse*el aw^ay the p.ossihility of the* e*xti*nsiou of the life of 
the old systemi ot woi’ld-en emomy. Because this w'orld-econoiny 
was Knglisli. Amoii^* its essential elements w’as the Bax Britan- 
nica, the faith in the imperturbability of tbe Kng-lish monetary 
standard and tbe (*oniidence in tbe English trade morality.’' But 
what is tei take the ])lace of the w'oild-eceuiomy e>f the old style 
The future is not fen- Individualism, Liberalism or Soeialism; but 
if is for national states in which economic activities eieeuiiy tlmir 
])r()per place, namely, of siibordinatiem and seiwice to the national 
community. National states will at tern jd to make their ])oe>ple 


Edgar B»Iin ; Wtrtifcheft ami Siooi. 
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self-8iiifieieiit as far as ].ossiWe, and will came to some sorl. of 
auiorig* tliomselves as regards matters in wLicA contracts 
and coiK^tTted action may appear to lie necessary. The old style 
world-pc(;nomy was founded on the relations of businessmen and 
their g‘rou])s, left to carry on economic activities for their own 
profit, irresjicctive of the ((msideration {;f their elfects on other 
members and 'sections of the (omm unity to which they were poli- 
tically subject. This was found to )>e detrimental to the best 
interests of large sections of (‘onimniiities and of nations taken as 
p(/litical communities, and the experience of post-War \ears has 
emj)hasised the disadvantages of the old system; hence the power- 
ful rtaefion against the individualism and the ’ntornationalism of 
the Liberal and Socialistic* schools and the growth of the orgaJiic 
(onception of the national state, co-ordinating, regulating, and 
(‘ontrolling ((‘onoinic activities of individuals and social groups. 

It may be rec4illed that List and the Historical School of Poli- 
tical Economy led a revolt agaiirst the individualism, the c-osmo- 
politanisni, and the absiiaet method of thinking of the Liberal 
school, with api)re(*iable effect upon the develoinnent of national 
policies and of cc onoinic science. It a])pears as if we are witness- 
ing a similar jdienomc iicm at the jnesent moment when a wave of 
])olitical and economic nationalism is passing (;ver the world. 
The two dissident schools mentioned above, it has been said against 
them, supplied a new background and a new outlook and sug-gesled 
a new method, but made no solid o(mtributian to the growth of 
economic thought, the latter school in particular. The “ Univer- 
salist^' school, led by Professor Othmar Spann^ of Vienna, is 
attempting to make good this deficiency, and the Fascist theorists 
of Italy, and the Nationalist-Socialist school of (Germany are now 
taking up that work. These have been wmrking out a social and 
poUtk*al philosophy and formulating principles on which states 


3 See BUmlincheH Lehen, a monthly journal devoted to the teaclangfi of the 
eohool. 
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and ooinmuiiitits should ho ro( oiisirueted and the uuitual relations 
(>f indivyluals and of these to the national state should he determin- 
ed. National states, internally or^cajiised for self-suffi(?<iency and 
selt-detenee, are to form suitable j^rnups and to ('onstitute the 
world-eeonomy of the future hloeks of .states such as (heat Hiitain, 
France, Central Europe (including* (leriiiany and Italy), liussia, 
Japaii, the Fnited States <A‘ America and S( uth America. In 
[>eace these bh>cks of states will exchange surplus maiiufacttires 
and raw materials with one another and in war will Ih‘ ranged as 
alli(vs or enemies. Ac(‘< rding to some thinkers, e.g., (rHhmar 
Spann, the ideal world-economy will eemsist of fiatiorial states, 
having towaids one another (»r^atiic rebdioiivS just like those vsuhsist- 
ing between members of a national state. The National Socialists, 
who have rcnently won a ])olitieal triumph in (lermany, are opposetl 
f(y Taberalism <.n account of the latter's atomic* coiu'eption c/f the 
individual and to Socialism for its disallowance of the right to 
private pro[>( rty. The> complain that in the hands of the UhenU 
school Economics has become the >c ienoe of ])rivate c>r individual 
c^<'onc;my and wculd-cconomy ; and a study ami exposition of 
national cHoriomy " has been neglected, and even repudiated. 
The id<»a of national c com my as ap])iying to an e conomic* or^fudsin 
as an independent and fundamental community is impossible for 
Liberalism to conceive l.ecause, acccading to its vic'w, a nation or 
a people is an accidental c*oUe<’tic n <ff individuals and l)y no meiiiis 
a basic organivsm of buman b(’ing>s that c-anies on the develop- 
ment of humanity.” Attemjyts are, therefore, being made to deSne 
wealth and value in accordance wdth the new conception of national- 
ity and the natic.nal state.'* 

We have discussed at h ngth, pievailing sedeutific ideas alamt 
World-economy elsewhere,'* If by u^crld-economy wc> imderstaml 


4 Dietridi : Heu^hium nnd ffoziah Gerechfiglceit, 

^ Probhmft 0/ World Economy, 
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“ii cMTOxnunity of the people of the world whose mutiial eeonoiiiic 
tmjisactioiiH are promoted by Lighly-developed means of commimi- 
cations and ti^ansport and by iniernational agieomeiits eftVcted by 
states^’ then that form of economy must (ontinue to exist even 
under the influence of the new )>olitical and economic philosophy 
unless each naiicm shuts itself elf Irom others completely so as to 
have no iutenourse with them which is impossible. What will 
happen then is that there will be a quantitative and a <iualilative 
change in the economic tiansactioiis between nations. The volume 
of inteinationaJ trade will shrink, and the standard of living of 
the classes cojuposing different (‘ommunities and of nations, taken 
iis units, will be materially modilied. The one-sided development 
of nations brought about by the puisuit of liberal ])olicies on the 
principle of the so-called divisiiai of labour will be checketl and 
intmuil trade, agriculture'/, and snuill-seale iudigenouvs industries 
wdll be encouraged. As a result, a new equili lirium of inteinaiional 
relations will be establishe<l. States will interest tlienivselves more 
aJid more in the direction and control of national economies for the 
defence of their national cultures and well-being as well as of 
imlitical independence; and the hope that the greatest good of the 
greatest number was to be acliieved by iiidividiials being left free* 
to pursue their piivatf? ends will be sorely disajipointeil. '.rhe 
new alignment of world-economy is largely due to ]H>litical causes 
whose inflirence on economic develQpments was severely ignored by 
liberal economic theorists, and its future will l)e largely determin- 
ed by the same forces which have recei^ed accession of strength 
from the experience of post-'VVar years. 'Will the fiesh outburst 
of narrow and aggressive natioaaUam further confound the confu- 
sion into which the w^orld has heen already throwm by the War 
and its aftermath is, however, the (/uestion which is troubling the 
mind of moat people. The pre-War Liberal political and economic 
order, it must l>e noted, did not prevent the most disastrous world 
calamity history has know n, and now desperation and thta mischiew 
ous desire to benefit by contusion may drive p^xple to any mad 
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act. The political atjuosphere in Earoi>e, in spite of ihe dis- 
armament and the World Economic Conference, is far from rea«ssur- 
ing in this connection. A Memorandum submitted by the (ferman 
delegation to the latter Conference at an early slago of its deli- 
berations, but promptly withdrawn, contained slatroneiits which 
are extremely significant. The Memorandum j»ives expression to 
the Nazi economic faith thus: — “World business coiisists in the 
intercouise of independent neighbouring iiationai economic units. 
Each national unit must naturally, first of all, restore its own 
order. Whoever thinks that siugle national units can only be cured 
by international means sees things upside ilown. The network of 
international finance constitutes the main cause of the Ineakdown 
of markets.” The Nazis, however, want to »o nuuh further tlraii 
a<‘hieve national unity and welfare. Their ambition is not only 
national but racial, and seeks the leadership of Central and Western 
Europe. They say: — “Prices, goods, credit, business, etc., are 
all secondary (oncepts compeared with the free cieative linmanity 
of the Western peoples which they have inherited from theii* 
fathers. We are c(.'mbating for this concept; if we ^>o under, the 
other Western people wrill go under with us or after us.” This is 
the language of racial aggrandisement and not of economic nation- 
alism. Due recognition (;f internal organic jelation ships of eco- 
nomic units governed by states is one thing, and justifying racial 
domination and (onquest is another. The world has already 
suffered sufficientlj^ fr<*m individ\ialistic capitalist inqu^rialism and 
the rea-ction against it cannot be allowed to have the -ame results, 
only in another way. 

Such al>eirationH apart — and no one will be deceiverl wdth 
regard to them — ^national consciousness and the feeling of naiional 
solidarity appear to be the spirit of the age; and dose observers 
cannot fail to see that even nations like England, strongly and 
instinctively imbued with Liberalism in economic as w^ell us poli- 
tical matters, have been deeply affected by it. Will the lesultant 
shrinkage of world-economy mean diminution of the well-being of 

R 2 
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hutuanity, or will it mean its better distribntion ? Econonusta 
have to take note of the new' trend of thought and development 
and io interpret them. 



POPULATION PRESSUEE AND THE MIGRATION 
PROBLEM IN ASIA 

BY 

Dll. Radha Kamal MuKER.rEE, M.A., Ph.D., 
Luohnotv University 

Siberia, outlet for Russia’s Surplus Population. 

It is wot generally realiseil that in India and soutli-east ot a 
line running from (.'aleutla to Harbin in Manchuria live half the 
))eople of the entire earth. Asia west of the Indus and immense 
Siberia are relatively empty lands with .scar(*ely 50 million jieople. 
In poj)uhiticm Siberia but slightly exceeds one person per square 
mile. It extends across Asia in approximately the s^ime latitude 
as Canada. It is estimated that it contains about 5(K),0O() stpiure 
miles of fertile black soil which is well adapted to cereal ])ro- 
duction. The principal agricultural region lies between iiarallels 
65^ and 57°. This belt is over 100 miles in width from north to 
south and has an extent from east to west of more than a thousand 
miles. The soil is a fertile black loam. Of this vast area only 
about 3 per cent is at present being farmed. But overcrowded 
countries in Asia do not find here an outlet. For immigration from 
European Russia has been going on rapidly in recent years, so 
rapidly that 769,000 people settled in this part of Siberia in a 
single yeai’ (1903). After ,that year, Russian immigration was 
greatly restricted owing to the exhaustion of fit land, although the 

11 



12 


RAPHA KAMAL MUKERJEE 


Ru88iaii I'opulatiott expanded^ at the rate of 22*7 per 100. Farther 
eastward development has not been so rapid as in the west. The 
climate is extreme throughout the vast region. On the north 
stretches the Tundra where the soil below the surface is alw'ays 
frozen and no c roj)s can be grown. South of the Tundra region 
extends from Knro[)ean Russia to the shores of the Pacific, the 
Taiga, where imimssable thickets alternate with mud swamps and 
lakes. In winter the region is a desolation w^hile in summer the 
mosquitoes are a jdague. Roads are fetv, and hungry packs of 
wolves foiinerly used to lie in ambush, and attack travellers in 
sledges. ^^ot withstanding these diawbacks, the Russians have 
pushed their way into the interior of this tract north-eastw’ard aa 
far as Vladivostok, which is now the cmly Russian harbour on the 
Pacific. Russian steamers ply on the rivers Ob, Yenisei and I.ena 
and on Lake llaikal. The tributaries of the rivers are joined also 
by canals, while the Trans-Siberian Railw’ay, built between the 
>ears 1891 — 19()i, aflbrds transport facilities for the products of 
the entire region, suc h as wheat, rye, oats and potatoes, eggs and 
butter, furs and minerahs, substantial additions to the wealth of 
Russia, The railway, moreover, has been a great aid towards 
migration ami settlement on a large scale of Russian peasant 
colonists, who are now penetrating as far eastward as the borders 
of Manchuria. South-tast Wards the Russians have advanced along 
the northern slopes of the central highlands into the Kirghiz 
steppes, and the Trans-Caspian Railway from Orenburg to Andijan 
and its wcstwaid expansion to Krosoiiovodsk has been the chief 
means of exploitation of the resources of the grass lauds. Both 
in the north-east and south-east the overflow populations of Russia 
are faced by the boundaries of the densely populated countries of 
China and India. Not merely in Manchum and Kotrea, but also 


‘ s KooHeher : 8ome Aspect® of the Population Pi’oblm," Proceedings of 
V?^orld Popals^ion Conference, 1927. 
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along the entire Chinese fioiitier, Russian expansion received a set 
back after the Russo-Japanese War. 


Colanisatiovi of Manchuria. 

Manchuria, whose soil is one of the richest in the world, and 
whose cultivated area is more than 80 million acres, has now 
beccmie the meeting ground of Chinese and Jai'anese colonists, to 
Avhom the Russians have been forced to give place. The Jai)anese 
residents heie now number 203,000 but these are far outnumbered 
l)y the Chinese, who emigrate from the densely crowded parts of 
Central China by almost a million yearly. The annual influx of 
(’hinesf' immigrants into Manchuria increased from 390,000 in 
1923 to 1,178,254 in 1927 and over 900,000 in 1928. In the last 
two years (iO juu (ent of these immigrants on the average have 
remained as settlers, chiefly in Northern MaiK‘huria.2 The net 
immigration was computed at 2,441,868 for the seven years 1923 — 
29. On account of the severity of conditions and diminishing 
opportunities the number cf both emigrants and colonists is now 
declining. In 1929, 41 per cent only of tJie immigrants remained 
us ct)lonists in Manchuiua, and in 1930 arrivals were about 
500,000 and dejwirtures 300, (MlO.^ Like Malaya, Manchuria 
has become an important objective for pejmeful i)enetration 
ajid colonisation by the Ch’nese. The Japantse agriculturists who 
number only 2,326 out of a toial of 203,000 colonists have not 
l)een able to compete wuth the Chinese farnjers in rice-growdng 
and have also found the climatic conditions inclement. Thus an 
insignificant fraction of the Japanese is now' engaged in agriculture, 
while the Chinese are settling in large numbers in the undeveloped 
areas especially to the north and north-east of Harbin. Of the 
total rice production the Japanese are responsible for only 6 per 


a ProbUmB of the Paoific, 1929, pp. 5ft, 445* 528. 
0 Tawney, Land and Labour in China, p. 100, 
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cent, the Chiue^^e for 24 per f‘eiii and the Koreans for 70 per cent. 
The reasons for the failure of the Japanese rural settlement are, 
broadly speaking, five. First, the Jaminese brought np in a 
(lamp, warm counfry are mostly unacextsiomed to the severe Man- 
churian climate, while the majority of the Chinese migrating from 
Sliantung know how to adapt themselves to the environment* 
Secondly, the Hemi-tr(>i)ical agriculfure of ihe Japanese is not suited 
fo Manchuria wnth its long severe winters. Thirdly, the lower 
standard of living and huhits of thrift of the refugee Chinese 
colonists coining from some of the most congc'^sted parts of North 
China, give them an advantage, which the Japanese pioneer settlers 
lack. Fourthly, the long-established practice of seasonal migration 
and return of the Chinese established a solid tradition which has 
later on -encouraged a peimanent settlement. Fifthly, the Man<*hu 
laxvs of land tenure do not permit ac(iuisiiion ot ownership or the 
prac tical right to lease land for settlement or for any other pur- 
pose. Thus the settlers, xvhether Chinese or Japanese, cannot oh- 
tain any benefit from permanent improvements or from a rise of 
land values. AVithiu a period of 30 years Manchuria\s population 
has increased from 14 to 25 millions as a result chiefly of iminigra- 
tiou, AVhih’! two-thirds of the arable land ot all Manchuria is 
now" under <ailtivation, in North Manchuria there are vast virgin 
agricultural lands which are still awaiting absorption of thousands 
of immigrant farmers. Manchuria as an outlet for Japan’s surplus 
population or as a tc^othold of Russia’s political expansion has not 
materialised; as a great pioneer country in the neighbourhood of 
Shantung, w"hieh is from seven to eight times more densely populat- 
ed, it has been the favourite field of colunisation of the Chinese 
farmers. Chinese emigration in considerable numbers began since 
1905, w^hen the legislation prohibiting emigration beyond the 
great wall towards the north was repealed. No doubt the peace 

4 0xwa Latonore : Chinese Colonisation in ihe Geographical Bevietp, April 
1982; B. B. Hall ; The Geography of Manchuria in the Annals (China), 4980, ^ 
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and security of life in Manchuria, as compared with the turmoil 
and unrest in China ])roper, favoured Chiiiese emigration during 
recent decades, and for this the chief (‘redit is to Japan, and her 
civil and military administration. 


China’s Malthusian Balance. 

Kividences as to overj>o]>ulati()n in China have been inlduced by 
many competent fcmngn obseivcrs and writers.*' The pressure (d* 
the ])opulation in the river plains of China has been so great that 
the (Hiinese could sup])ort themselves only by most dilig'ent labour 
in agricultural and hous(‘hold industries. Professor Roxby has 
(*al(*ulated that in the mnthern wheat- and millet-growing regions 
of China, about 4*7 acres, and in the rice-growing regions of the 
Yangise DelLi, about 17 acres, are necessary to support a family 
of 6 persons in any degree of comfort. He observes that in the 
(;ase of the regions recently investigated, 33 i)er cent of 
the holdings are less lhan one acre in extent, and 55 per cent 
more tlian one and-a-half u<‘res in extent. The average size of the 
families who have as much as one and a half acres is 5*7 while the 
number in the family increases with the size of the holding.*' 
According to Professor Dittiner, ‘‘there is no evidence that, the 
poj)ulation of China is increasing at all, and there is every evidence 
that the standard of living has struck bottom; that a Malthusian 
balance has been at last attained.” Striking differences are, 
noticeable betw’een the agricultural methods and juactices of China 
and those of the West. First, it is estimated that in China nearly 
50 per cent of the total cultivated area is twuce-cropped. Secondly, 
crops are grown primarily for their grain, lettf or fibre products 


5 See efiipecially Mallory: China: A Land of Famine and Orchard; The 
Pressure of Population in China ^ The American Geographical Review^ 1928. 

6 See also Howard’s article on Ovef* -population in China, Clunese Economic 
Journal, 1929. 
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priiieipallv because of the absence of real animal industry. China 
cannot afford to use either animal or machine I’ower. Nothing is 
here so cheap as human power. In some areas in China women 
are yoked to the plough. Of the hired and family labour cm the 
farm, a little over one-fifth is performed by w'omen and 0 per cent 
by boys. Farmers in the United States are estimated to use ten 
times as much power per man as the Chinese farmer has at his 
disposal. Thirdly, the cropping system provides also the fuel in 
the form of grasses and stalks, leaving little residue as organic 
mattei‘ for the s(iil. Fourthly, the Chinese have adopted, through 
an arranged succession of legumes aiid the use of night-soil, and 
meticulous economy of every kind of organic waste the practice of 
' permanent agricmlture.’ Coudliffe observes: “ If it had not been 
f(jr the ‘ circular farming ’ by which all animal and human 
wastes arc‘ returned to the soil, for the natural replenishment of 
fertility by the alluvial flood action of the livers and for the 
intensity of irrigation by which water is farmed as well as land, 
this impoverishment would long before now have reached actual 
soil exhaustion.’* Fifthly, not merely do the Chinese carry on 
agriculture in incredibly tiny plots, the scale of farming being 
sjiualler than even in Japan or India, but the scatteredness and 
fragmentation of Chinese cultivation are seen to an extent unknown 
in any other country. 

In some districts (hina’s dense jn^pulation long ago used all 
the forests and often dug up the roots with frightful results in 
flood, draught and desiccation. China is now sustaining nearly 
four times as large a population as that of the United States on 
about one-half as large a crop-area. In the United States it has 
been estimated that there are iibout 3 acres of arable land and 9 
acres of pasture and range land per person, whereas in China there 
is less than a half acre of arable land and x>robably even less pasture 


■3^ Buck : Chinese Farm Economy; also Condliffe ; China To day ^ Ecmomic. 
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per person. While some agiicultural districts in China exhibit 
very high density, 875 per square mile in Kinagsu, (iOO in Chekiang, 
60(> in Shantung and 454 in Honan, these regions which represent 
the most densely-peopled parts ot China in order, contrilnite only a 
small percentage ot the total area. The contrast between heavy 
Ijopulation pressure in the jiew valleys and sparseness of distribution 
in the highlands is cliaiact eristic of China. For the country as 
a whole the density is hnver than that of Japan. 

Intense Pofuilation Pressure in Japan. 

The overcrowding in the latter country is far more intense, 
there being 35418 persons per square mile and 1,228 per s(puire 
mile of cultivated land. With the exception of the cold northern 
island of Hokkaido, the whole country has a population from 4(H) 
5(K) per square mile. 

There is only a quarter acre of arable land per ])er8on in Japan, 
and practically no pasture. The ratio of crop-land to population is 
lower in Japan than in any other country ot the world equally 
self-sufficing. Baker observes: “Nowhere else is agriculture so 
intensive ami so efficient in the utilisation of laud. The j^ossibil- 
ities of production are more closely approax^‘hed probably in Japan 
than in any other country of the world. “ Indeed, the pressure ot 
population is so great that ])arts of China and Japan and India 
have reached the ultimate stage of agriculture. Here man grows, 
by his own labour, the food tor his support, and there is small 
possibility for increase of food production. In Japan only 15*6 per 
cent of the total area is arable. This percentage is much lower 
than in the British Isles, which she so greatly resembles in area, 
in latitude and in her economic problems, though her shortage of 
(joal and iron is a great point of difference. Although but a sixth 


8 O. B, Baker ; The Progress of Voj3u!atiou ” in Problems of the Pact fie, 
1927 . 
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of the land is tilled in Japan, the apparent room for pasture does 
not exist, because of a dense p^rowth of bamboo grass wholly unfit 
for food and impossible to eradicate. The effect of the absence of 
pasture and of the pressure of poj ulation in limiting the proiluotion 
of domestic* animals is most marked; and in this agriculture that 
supports man by an almost meatless diet, the soy-bean plays a 
surprising part. Here are some of (he conditions that enable us 
to ajipreciate the great differences in man’s relation to the land in 
the West and the b]ast, in the sparse and the densely-peopled coun- 
try. “The American fanner grows corn and feeds it to cattle and 
then eats the cattle; but one ox eats as much as five men and re- 
(piires five times as much land for his support; so the numerous 
Orientals often omit the animal-feeding stage and grow rice and 
vegetables and eat them rather than feed them to animals, (ireat 
increase in population could result from^ (he essentially vegetable 
diet and (he omission of animal raising. The bdlowiiig figures 
represent the number of c attle per square mile and per 1000 pojm- 
lation : 

(Jattle per square mile. ('attle per 1,0(K) population. 


Hritish India 

(i2 

429 

ITiiited Sates 

lli 

(i63 

United Kingdom 

99 

294 

ilermany 

kS 

322 

Uraiu^e 

(59 

872 

Australia 

4 

2,960 

Japan 

10 

26 


9T. Bmith ; Oimmerce and Indmtry, pp. 4^1-82. 
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Meat-eatmg— tb0 Stimulus and Support of Western Energy, 

The Chinese and Japanese eat meat hwi rarely and many noi 
at all. Among a large section of the Indians tiesh is forbidden by 
religion while i^overty j'lerinits only a very st'are (consumption of 
meat anujng the iluhanimadans. On the other hand, the per ciipiia 
consumption of meat in Australia and Argentina is about 2r)01b. 
per year. In the United States it is abiait 100; United Kingdom, 
120; France, 80; Italy, ¥). Japan probably represents the most 
extreme example of a people who maintain a high civilization with 
few animals. With nearly 50 millions of people the Empire has 
of horses and cattle combine<l hut 5J per cent ot that number, 
while of sheep and hogs the number is but i (d I per cent of the 
human population, lloth these figures aie utterly insignificant in 
comparison to those for the United Slates (113 and 130 per cent, 
res])ectively), or even to those of Europe. The number of cattle 
in flapan j)er 1,(KK1 population is only 25, i.e., less Ilian J of the 
number iu British India. 

Meat diet is unsuitable for the East, lu the West the cheap 
meat supply is due to industrial disc’overv and commercial expan- 
sion by means of farm and fact(rry machinery, railways, steam- 
IxmiH and refrigeration and is adapted to the demands for preserv- 
ing the necessary heat by a high level of proteid consumption. 
This has reacted also on the conditions of labour iu the West, 
where the metabolic changes necessitate intense and intermittent 
spurts of energy. Thus the meat diet is associated with those 
physiological conditions which have brought farm, factoiy and 
transport labour to its highest efficiency in the West. 


Rice: the fttapte Diet ef the East 

Thus the abundant food supply of the laud of summer rain, 
while it has encouraged the growth of dense populations for 
thousands of years^ has neither permitted the meat diet nor an 
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exteiiHive cultivation. Tuteusi^e agriculture canied on by stupen- 
dous works and domestic industries and baiidicrafts reiiuiring great 
labour, support the dense i^opulatiou, while the low level of proteid 
consumption is adapted to steady, patient toil, with leisurely dis- 
engagement at intervals. Throughout the Fast rice furnishes al- 
most the entire nourishment along with peas and beans which are 
widely grown by almost all Eastern I'ooples who raise rice. For 
hundreds of millions of Orientals these are the substitute for meat, 
milk and cheese of the AVest, while the starch (d' rice is the sub- 
stitute for bread, potatoes, and many ^nuldings as well. The un- 
polished rice eaten by the Oriental is much more nutritious than 
the shiny, white grains which the people of the West insist on 
eating. AVe have here some of the conditions which enable us to- 
account for the difference in the standard of consumption and 
nutrition, in the rehitive proportions between j)roteicl and starch in 
national diet, in economic organisation, and in modes of labour 
l)etw^een the AVest and the East. 


Intensive Use ef Land in China and Japan. 

The following description of the W'orking of the fanns in the 
densely-peopled province of Shantung shows us the high degree 
of utilisiition of resources. Every drop of vegetable matter and 
excrement is saved and returned to the fields, which yield a harvest 
of wheat or barley in June, and then, with the aid of midsummer 
monsoon rains, a second crop of millet, corn, sweet potatoes, pear 
nuts and soy-beans.’’ The last two are nitrogenous meat substi- 
tutes and help to explain the observers’ statements that one of the 
farmers in this ])rovince wdth whom he talked had a family of 
twelve people which he w^as maintaining on acres of good farm- 
land, keeping besides one milch cow (also used as a draught 
animal), one donkey and two pigs. The crops raised were wheat 
or barley, millet, soy-beans and sweet potatoes. This is at the 
astonishing rate of 3,0T2 persons per square mile, and also on the 
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same square mile 260 cows, 2r)(> doiikoys, and 512 It would 

he impossible to fijid an American s(|uare mibv tluU could fetid, 
under American methods, the animals aloneJ'’ The best example 
however of an industrious and frugal country is Jaf)an, with scant 
industrial resources, a more limited area of arable laud than any 
other ^reixi nation, and a ])opulatiou of 2,500 per square mile of 
tilled land, nearly four ])ersons ]7er at re. The contrast becomes 
strikin^r uhen dapaii having to feed 15(}*4 persons to the square 
kilometie, is t ()m])arod with its neighbour, the United States, which, 
wuth its vast jilains and abundant rcstuirces, has tmly 13'5 i^crsous 
to tln^ square kilometre. The State of Califmuia alone is much 
larger than Jai)an Pro])er,i^ 

Japan near the Limit ef Cultivatien. 

It has been estimated that, sinc(‘ lH8t), there has been an 
increase of jyer cent in the toal production of rice, thrte-fourtlis 
of which has been due to a higher yield pei acre and only one- 
(jnarter In an inerease in area under cultivation. Tu fact, reclama- 
tion in the rugged mountainous country has been delayed so far 
sini]>ly Ix’cause the Jaj)anese, who are accustomed to methods of 
high intensive^ farming could md adapt themselves to the extensive 
culture. The yield of rice tor the five years 1C21 — 1925 averaged 
2Jir)0 lb. per acre. In the United States it was 1,076 Ib., and in 
Java, another land of intensive cultivation, it was 9271b. There 
is obviously a limit to the increase of yield from intensive fai*m- 
ing undertaken without the aid of machinery and even of draught 
animals and this limit is being reached owing to the heavy increase 


10 liusaell toitb.: Commerce ami Imluetry, Chapter 35. 

11 1. F. Aynsawa : Tlie Population Problem and Induetrialisatioii in Japan, 
Xfitefnaiioml Labour lieeiew, October, 1927. 

1$ Orchard : The Bressure of Population in Japan, The Geographical Review ^ 
July, 1998, 
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at population, the (ountry showinf^* a iinioh higher birth rate (33*8 
in 1924) wince 1920 ihan any country in Europe with the sole 
exception of Hulgaria. 

But there is no ijossibiliiy of materially increasing either the 
area (^r the productivity of the soil. In Japan the rice-fields not 
only fill ihe valleys, but everywhere on the hillsides these are to 
he found terraced and artificially irrigated at an incredible cost of 
human lulanir. 56 per cent of the arable land (11,000 square 
miles) are in thewe irrigated paddy fields. As in eTapan and China, 
man.v mountains in Java and Ceylon are thus terraced for rice far 
up their sides, such stupendous works have been constructed only 
for the support of very dense i)oj)ulatious which are mainly de])en- 
dent upon agriculture in which rice is the largest staple. Professor 
Nasu estimates that the possible margin of expansion of tillage 
area in tlapan cannot exceed 600,0(K> (1,500,0(K> acres) under ordi- 
nary circumstances. Tlie fact that the tillage area has been in- 
creased from 1880 to 1925 by about 18 per cent for paddy and 63 
])er cent for dry field, sterns to vshow that the expansion margin 
has reached .saturation ])oint for Japan proper. Westem nations 
have been (iverwlndmed Avith data regarding their population 
problems during recent years and igiioje those of the East, but 
as compared with. Japan, China and India, North America and the 
South Temperate Zone may be classed as relatively unoccupied 
lands. 

tlafim’s Meed of Populatien Outlets. 

J’a])an’s increasing population must support itself by mantifae- 
ture, or emigrate or starve. It is in respoiise to this pressing need 
that Japan now possesses Korea and also important concessions in 
Manchuria, Shantung and Sil>eria. Her internal posseesions now 
comprise only about 44 per cent of her total area. In Korea there 
is already a dense population, and half of the total number of 
470,000 Japanese immigrants live in the cities. Formosa^ which 
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is eftWtively administered by the Japanese, has not served as an 
important outlet tor emigration and now contains not more than 
5301), (;(K) Japanese. Manchuria.^ which has already 203,000 Japanese, 
hiis vast unexploited resources, but the mass migration of the 
(Ihinese will make it difficult for the Juj aiiese to continue their 
pn'sent supremacy. Japan realises that she must become like 
Kiigland and live by man ufm taring, and import food and the raw 
nuiUrials of industry from other regions which would take her 
manufactures and her thronging emigrants, but she finds this 
plan bl(K*ked by the r( pressive legislation of America and Canada. 
H(*r overfitiwing population openly tries to settle in Australia and 
other islands, besides swarming into the Pacific seaboard of (^anada 
and the TTnited States, and chafes at the exclusive legislation of 
America as well as the ‘‘White Australia’’ policy, which has he- 
(*ome a political slogan of the Commonwealth. Eimigration t.o 
foreign (ountries has greatly declined in re<’ent years. Only 50J,(H) 
daimnese now migrate to foreign countries annually. For the 
ymiH from 1920 — 192*2, number was ex<*eederl by the repatriation. 
In 192/), the total ttiiml)er of emigrants was approximately o4<»,000, 
and of that miml>er probably 4o,000 were farmers, merchants, in> 
dustrialists, ami workers in Manchuria, in reality Japane^se terri- 
tory. (;f the remaining 500,000, 50 per (ent were in the couii- 
ueiital TTnited States, Hawaii (where one half of the populaticm is 
Japanese) and the l*hilippine Islands, lands now closed to the 
Japanese. In 1927, the total number ot Japanese emigrants was 
(»70,203 of whom almut 15(),000 represented those residing in 
Manchuria and various ]iarts of (Jhina. About 140,000 resided in 
the TTnited States of America, 130,000 in Hawaiian Islands, and 
over 70,000 in Braail and Peru.^'^ The lauds bordering the Pacific, 
w^hich are the most suitable for Japanese colonisation and settle-^ 
meut, are now chiefly contridled by the I.nglish-speaking races 
who have either severely restricted or completely prevented Oriental 


13 The Japane^ Empire {Year Book of Japan), 19S2, pp. 
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imniigratioii. However, in South America, the ffapaiiese euiigraiit 
still Enjoys tieedom and opporhinities of econmnic advance. In 
Peru there are about 17,000 emigrants, of whom one half are en- 
gaged ill farming in the interior. Argentina, Mexico and New 
(Jalcnlonia have also received Japanese emigrants but not in (un- 
siderable numbers. Brassil has now the largest number of Japanese 
lal)ourers, about 7(),lMi0. The Kaigai Kogyo Kaisha, the most im- 
portant emigration society in Japan, handled 13,000 emigrants in 
or about HO per t ent of the total leaving the country. Oi 
this number went to Brazil. In 1920 the number of 

Ja|)anese emigrants to Brazil increased to The Kaigai 

Kogyo Kaisha owns a jilantation of 104, 350 acres af Sao Paulo and 
has planned to send there also 1,(>00 Japanese families. From li/2o 
(»ii tlie Japanese (lovornment has yearly set aside a large sum of 
money to assist suitable emigrants. The subvention is xised loi* 
defraying the cost of their passage and subsidising the Oversea 
Knterprise Company, xvhich collects no fees for services reiidenMl 
to emigrants. Such methods have ( ontributed in no small measure 
to increase the number of Japanese emigrants, especially to 
Brazil.i^* Baffled in their legitimate demands expansion in 
Australia, Canada, the United States, the I'hilippine and Hawaii 
islands, the Japanese Government is now assisting the emigration 
of propertied classes to a territory which so far has welcomed them 
with open arms. The feeling tliat a virile and progressive nation 
is being Ixittled up in a small territory with inadequate food 
resources and raw materials of manufactures is universal among 
the Japanese economists and statesmen, who all emphasise the 
social significance of the freedom of migration. Thus migratioii 
may be a temporary mitigation of over-population but its psycho- 
Jogical effect, it is urged, would undoubtedly be tremendous. 
Eecently, Professor Siroshi Nasur, pleading the case for Japanese 


Idel. Jai)an’s Mifjration Prohltsni, Intermtiannl Labour RetieWt 
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emigration, observes: "'Freedom of migration for Japan where 
there are now some artificial restrictions would not mean over- 
flooding of those territories' by Japanese, but would simply mean 
giving some of them a fair chance to try their abilities. After 
all, there can be no satisfactory excuse for monopolizing the world^s 
resources by a small number of people, giving no fair chance to 
others, while the occupants themselves have no urgent necessity 
or prospect of exploiting them. This attitude is harmful to the 
peaceful evolution of the world, and therefore its revision is veiy 
much desired. 

India’s Record Figures of Rural Density. 

In many provinces in India, the density of population is even 
higher than the average density in China and Japan, and very 
much higher than in the Western countries, Bengal, though some- 
what smaller than Great Biitain, contains nearly a million inhabi- 
tants more than the whole of the British Isles. It is the smallest 
of the main provinces but its population exceeds that of all. It 
contains on the average GIG persons to the square mile, or many 
more than any EuroiJean country excepting England and Belgium. 
Its density is far greater than that of any other province. Certain 
areas in Eastern Bengal have a density of e3,000 persons per square 
mile, i.e., more than seven times the rural density which can be 
supported in Western Europe. Indeed, these represent some of 
the world’s highest records of rural aggregation. These high 
densities are supported by multiple cropping, in which the wet 
variety of rice {oman) and jute play an important role, as well as 
by orchards and gardens of betel-nut, cocoanut, etc., which grow 
luxuriantly where the land is comparatively new.^® The population 


15 Population (Harris Foundation Lectares) by Gini, Nasu and others, p, 201, 

18 Midterjee : The Conoentaration of Population in Eastern Bengal, Indian 
Journal o/ Economies , 1929. 
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of Eastern Bengal is still increasing rapidly, M'hile its standard of 
liting lias not been lowered. The agricultural conditions of the 
new delta, however, are exceptional. Here an abundant and re- 
gular rainfall and the sequence of floods can nuiintain heavy and 
incessant chopping without risk of soil exhaustion. In most parts 
of India, ht>wover, the heavy burden of ])opu]ation on the soil has 
led to a low standard of living and vitiility. 

The i)opulation of India exceeds that of Europe without 
Russia, and is considerably more than three times that of the 
irnited States; the United Provinces and associated states have as 
many inhabitants as the British Isles; Bengal and its associated 
states the same; Bihar and Orissa as many as France; Bombay as 
Austria; and the Punjab as Spain and Portugal combined. For 
more than twenty centuries the Oangeiic Plain has teemed with a 
dense agricultural poi)ulation. It now comprises about 125 million 
persons, which is more than the ijopulation of the United States. 


Land Conditions in India: The Uneoonomio Holding. 

To the human population must be added a po])ulaiion of domes- 
tic* grazing animals of about 5()0 per square milc\ Excessive graz- 
ing is by far the most important of the local biotic factors deter- 
mining the vegetation. Cultivation, grazing and cutting for food 
and fuel have j)rufoundly modified the original vegetation. The 
(constant interference with the iiorjiial development of the vegeta- 
tion, has caused retrogression from the original climatic climax. 
Intensive cropping is the general rule everywhere, while the reduc- 
tion of open grazing lands and ina-bility to devote any but a mere 
fjaction of the holding to fodder crops, have resulted in impoverish- 
ment of cattle and reduction of their rLuml>ers. In the United 
Provinces, Bihar and Bengal there are about 2 to 2J acres per 
worker in agriculture. In Europe about 26 acres would represent 
the economic unit for a peasant w^ho is not a market gardener. 'In 
India, China and Japan, two to three acres would be regarded as 
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m avera^sre lio](Hn^2r. In the TTuitefl States tlie avera^^e farm eon- 
tains 148 acres. For ihe whole of India ihe loial cultivated area 
is nearly nine-tenths of an acre ])er head, the area under food 
grains bein^ only five-(dj)'hths of an acre per head.!*^ As a striking? 
contrast there are 12 acres of land per person in ihe TTnited States. 
A limit seems to have been reached in most ]>arts of India in the 
direction of extensive fanning?. Thus, most of the districts of the 
Ganges Valley have reached more than 75 per cent of the net culti- 
vated to' cultivable area. More and more the I'roimrtion of double- 
cropped area, i.e., the (inality of intensive farming, governs the 
density of population. The land is everywhere minutely sub- 
divided. In the TTnited Provinces as a whole it has been estimated 
recently that about 50 per cent (jf the hoi din o s ja e uneconomic, 
i.e., helow 5 acres, which arc the minimum necessary for main- 
talninpr a peasant’s family. In densely-populated China holdirifirs 
are verjr small and a^niculture is as intensive as in India; but 
even there the ])lots seem to be lar^jer than in India, a family of 
ten or tw^elve (including grand-parents because of the peculiar 
Cliinese family organisatiou) working 2 or 3 acres. Thirty per cent 
of all cultivators of the TTnited Provinces are living helow the 
economic level, and cannot even in the hest of years make ends 
meet. Another 52 per cent are living at or just above the economic 
level, making ends meet in a good year, hut not in a bad. is TTn- 
economic holdings have been the main cause of misery and indebt- 
cxlness in India. That over-population is the general rule, is 
clearly evidenced by the close correspondence between the han^ests 
and vital statistics. Both the TTnited Provinces and Bihar show 
distinct tendencies of the rapid decline of birth-rate and increase 
of mortality when the harvests are short. On the other hand, a 


17 See Miikerjee’s Rural Economy of India for a full discussion of the relations 
between af^ricnltnre and population. 

18 Report of the United Provinces Provincial Banking En miry Comraitteo. 
p. 220. 
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succession of good harvests is followed by an increase in the number 
of births and general fall of mortality. Sunberg's criteria of 
stationary and retrogressive types of population also apply to large 
areas of the congested plains. All the more heavily populated 
districts, indeed, exhibit a tendency towards a stationary condition 
or even decline in the density of population. The vital statistics 
show violent fluctuations, and the precariousness of agriculture has 
left its impress in declining numbers. 

( To be rontinued) 



A GLIMPSE OF BANKING ACTIVITIES IN INDIA 
DURING THE FIRST HALF OF THE NINE- 
l^EENTH CENTURY.— I 

BT 

Nabagopal Das, l.C.S. 

The ec'onomic atid industrial equilibrium of India was rudely 
disturbed by ibe subslitutioii of a new polilieal authority towards 
the end of the eighteenth eeniury. This disturbance was, how- 
ev('r, more than transitory; with it came the impact of machine- 
nrade products from the West as well as the weakening of tho in- 
digenous economy, and these combined to resolve this disturban(‘e 
into a definite disorganisation. To cope with the new state of 
affairs a number of Agency Houses and small joint-sto(*k banks 
came into being during the early years of the nineteenth century, 
but most of them came to grief within the first four decades, osten- 
sibly as a sequel to liazardous speculation, but primarily as a result 
of the fundamental lack of ecjuilibrium in the economic position 
of the country.! 

In these circumstances the co-operation of the Government 
was vitally necessary to restore, if possible, some equilibrium in 
the agricultural and industrial spheres. The Bank of Calcutta had 
been established in 1806 , and the issue of Bank notes was certainly 
a great convenience not only to the Treasury, but to the i)ul)lic 
as well.® But the quantitative accommodation afforded by the 
Bank was at first uncertain, fluctuating, and ainori^hous.^ This 

1 See my article on ** The Agency Houses of Calcutta ” in the Calcutta Review, 
March, 1933. 

2 This Bank got its Charter in 1809 when it was transformed into the Bank 
of Bengal. 

3 Bengal Financial Letters and Despatches (India Office Becords), Vols. 1 — 18 
(MSS.) 
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was not quite the fault of the Bank, for flemand itself was unsteady 
and fluctuating?. As years rolled on, hf>wever, deniand gTadually 
increased and a general cry about the inadequacy of loanable credit 
arose. 

Now, for years together, the Bank of Bengal practically 
dominated the Indian money market. The Bank of Madras was 
not est ablislied lUitil 184t3, and the first Bank of Bombay until 
1840; and so the only real rivals were some of the prinoipal Ag*ency 
Houses and, from 1829 onwards, the ITnion Bank of Calcutta. 
These Agency TToiises, however, had come to grief in 1830 — 33 as a 
result of hazardous spetiilatn'n, and for a considerable time to 
come the void left by these houses of business and finance couM 
never be filled up, ])artly perhiips due to the jealousy of the East 
India Company and the Bank of Bengal, but tnostly due to such 
factors as the absence of suitable avenues of investment, the lack 
of available capital inside the country and th(‘ general need for 
caution and security in the promotion of new enterpidses.'* 

Although attempts to establish separate banking institutions 
frf'quently came to nothing on account of the causes mentioned 
above it would be unfair to the Bank of Bengal to suggest that it 
did not recognise the growing demands of the commercial and 
business community. Even as early as 1822 the President and 
Ilirectt'rs of the Bank were proposing alterations in the Charter 
and carrying on corresiiondence with the Court of Directors in 
England on the expediency of increasing the (*apital stock of the 
Bank, and a new Charter was actually granted to the Bank of 
Bengal by the Government of India on these lines in 1823.^ In 
182'6-27, however, there was another scarcity of capital in the 
country, during the greater part of which the Bank was of little 
aid to the merchants owing to the fact that its issues very soon 
reached the proportion of itxS cash prescribed by the Charter, and 

4 r/. A. 9. J. Baf<ter ; The Tmpertal Banks rLondon, 1929), Ch. 1. 

5 Bengal Financial Letters and Befipatebes, X822-28. 
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further discounts had then of necessity to be vstopped. And the 
state of the (iovernment Treasury and the demands thereon, 
expected or eventual, (Government’s ] ariing with 

any funds to aid the Bank, as had occasionally lieeii done before 

this.^ 

In all this there' was a sort of tug-of-war l)etween cautious and 
careful advance on the one hand and forward movement and bold 
risks on the other. Tliis struggle manifested itself not only in 
the exchange of coriesj)ondence between the Court of Directors 
and the Bank of Bengal, but also in the general reaction of all 
interests to any new ])roposals made for the extension, development, 
or m(j<lifieation of bunking enterprises. The years 18t‘l() — 42 are 
mark(‘<l by strenuous etVorts on the part of British investors to 
establish two big general banks for the whole ol India; in the 
end both the ])roje('ts fell through, l)ut the (umiroversies ami 
cu’itieisms tliey provoked throw a very important light on the 
gcmerul state of banking finance about this time. 

The first project (amc up in 18t3C : it w^as a proje<3t tor the 
iiicor])oration of an Anglo-Indian bank of an altogether unprece- 
dented size and scope, and the ninnbi^r of its subscribers was 
unusually large and influential. In the words of a (*o!itemi)orary 
su])porter of the i)rojc€t, ‘‘influenced by these \i('W8 (viz., the very 
coiisiderable advantages of banking finance) ami, desirous also to 
open a safe and advantageous channel for the employment of a 
portion of the redundant capital of this country (i.e., England), 
a number of gentlemen resolved, provided they obtained a C’harter 
from the Crown and the sanction of the East India Company, to 
establish a Bank in India, on a scale commensurate with the wants 
of that great division of the Empire, and with its capital sufficient 
to guarantee the most undoubted stability.” The time chosen was 
most propitious: the Agency Houses bad almost all succumbed to 
the crisis of 1830; the Bank of Bengal suffered from great com- 


6 Ibid., Vol. 18, 
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meroial handicaps in spite of the advantages of a Government 
connection, and the only probable rival was the Union Bank of 
Calcutta, established in 1829-, but a bank with a small capital and 
without a Charter. The Bank of Bengal was, however, a jealous 
watch-dog of the needs and interests of India, and the East India 
Company, with its commercial interests interlinked to the Bank of 
Bengal, could hardly bo expected to subscribe to “a proposal 
mooted by certain general merchants in London^- without a 
thorough and seanihing examination of its details. 

The proposed Bank had, as its avowed objects, an extensive 
remittance transaction between the rresidencies and England and 
China, embracing, with ordinary banking business and the issue 
of a note circulation, the conduct of all the debt business of the 
Government.’^ The proposal was referred by the India Govern- 
ment to their financial experts, and very soon the keen insight 
of Mr. T. H. Prinsep (Financial Secretary to the Government of 
India) and other officials, and the searching analysis of Mr. Fullar- 
ton exposed the fallacies and defects, both fancied and real, of the 
whole grandiose structure. 

The main arguments levelled against the proposal were three- 
fold:— 

First, the combination of remittance operations with ordinary 
hanking business was held to be dangerous and unsafe. ‘‘I protect 
against all stock-jobbing speculations or general agency dealings 
even for Government,^’ wrote Mr. Prinsep, or remittance oper- 
ations involving any risk.”® 

Secondly, it was pointed out that there was no real demand 
for the vast sum of capital that the proposed Bank would like to 
invest. Mr. John Fullarton wrote in his Memorandum: am 

B Ibid, 

hot aware of any facilities which could be prudently or safely afford- 
ed to the mei’cantile community, or which are afforded by Charter- 

7 Bengal Financial Letters and Despatches » VoL 66, 1837 (MSS.) 
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ed Banks under similar circumstances, that are not provided' for 
by the amended Charter of the Bank of Bengal as it already 
stands.’’^ 

And here came the third and the crux of the arguments. With 
an elaborate mastery of details and figures it was put forward that 
the Bank of Bengal was quite capable of meeting all emergencies, 
so tluU the proposed Bank would only be a superfluous addition to 
an existing institution without bringing in any corresponding ad- 
vantages. While some officials were prepared to recognise that 
“ the Bank of Bengal had not pushed itself sufficiently foiward 
and had not yet made the most advantageous use of the means 
already at its disposal,” the general consensus of opinion was that 
what was needed was not a new and septirate institution like tlie 
proposed (ieneral Bank of India, but further modifications in the 
Charter of the Bank of Bengal so as to make room for better efii- 
cieucy and greater elasticity. 

It is rather difficult for us to judge how far these obje<*tioiis 
were prompted by principles of sound banking and finance. Un- 
doubtedly ‘‘ the commercial interests of the East India Company 
were inextricably dovetailed with the interests oi the (iovernment 
bank.”^® But it would be rash to nin to the sweeping conclusion 
that “ it was asking too much to expect an unbiased opinion on 
the new scheme from a body of men whose interests might l>e 
imperilled by an amalgamation and would certainly suffer from 
competition. A study of the \aiious notes and memoranda 
shows that the opinions of such experts as Mr. Prinsep, Mr, I>orin, 
and Mr. Ftillarton were bansed more on principles of sound banking 
and finance than on any allege<l bias or self-interest. 

Undoubtedly, the project of a General Bank for all India, as 
it stood on paper, was grandiose and overambitious. Such a l>imk 

Memorandum by Mr. John Fullarton. 

10 Baeter, op. o>t., p. 93. 

11 Ibid.t pp. 98-94. 
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mighi liave contributed towards keeping exchanges steady and 
stable^ but it is pertinent to ask whether a combination of vast 
exchange business with business finance proper, and the manage* 
mejnt of (Jovernment debt and Government revenue would not have 
been unwieldy and top-heavy. Further, the contention of the 
promoters that it would be better able to help the Government in 
times of political difficulty was contrary to all notions of sound 
banking, for, as Mr. J. A. Dorin pointed out, ‘‘the vital prin- 
ciple of a sound bank is that its returns should be regular and 

rapid and if a bank lends its funds to Government in a time 

of |)olitical difficulty, which in other words means, at a time when 
Government has no money and no prospect of repaying its debts, 
it has little chance of being solvent and having funds available 
for the purpose of the merchant where its services are principally 

required. ’’13 

The Government’s second argument that there was no real 
demand for vast sums of capital in the country was also true. 
Jiven as late as the forties or fifties of the nineteenth century the 
llank of Bengal had found it difficult to invest a major part of 
its available surplus in profitable industrial and commercial ven- 
tures. “ Ifot that the Bank ever refused to discount a good bill; 
on the contrary, this was the business done at the highest rate of 
interest and subject only to the limit of one lakh to one firm or 
one individual which was more nominal than real, the Bank having 
always desired to push its discount.”!^ As a matter of fact, there 
was no intense public demand for loans or discounts. 

The general opinion was that even the Bank of Bengal, not to 
speak of the projected General Bank, would not be able to find 
suitable fields of investment for the extra funds available. The 
pToportion of the Bank assets which it had been practicable to 


n tjndoubtedly this was thrown out as a at^rt of bait to ihe Ctovernmeut. 

Bengal Financial Letters and Despatches, Vol. 50, 

14 Kote by Wr. T. H. Prinsep, ibid. , , . » » 
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employ iu loans and discounts rarely exceeded a crore of rupees 
and was no likelihood of an increase iu the demand for this species 
of accommodation by a further au^inentation of the Bank funds, 

am not aware,” wrote Mr. Fullarton, ” of any facilities which 
could be prudently or safely afforded io the mercantile community 
or which are usually afforded by Chartered Banks under similar 
circumstances, that are not provided for by the amended Charter 
of the Bank of Bengal as it already stands. Lend without se(‘urity 
or discount without due regard to the ciedit and circumstances of 
the ]»arties, and your issues might, no doubt, be enlarged to any 
amount. But even reduction in the charges of interest could 
scarcely of itself produce any fre<juent ( r effective increase of dis- 
(*ount business; the utmost result of siieb a measure would be 
merely some temporary accession of custom continuing till the 
charges of dtlier similar establishments should be brought down to 
the same level, and no longer.”^^ Following the logic of the 
English Banking system he declared that it was not the part of a 
great national bank, with an overpowering command of capital, to 
take the lead in forcing di/wii the current rate of interest below 
its natural standard. The rule of the Bank of England was, he 
explain(?d, rather to follow the indications of the money market 
than seek to influence them ; she abstained from all direct competi- 
tiori or iiiterfei*on('e with the discount business of the private banks 
and held up its rate of interest rather a fraction above the market 
rate, but in readiness to ])our her resources into the field whenever 
any great crisis demanded her interposition.^** 

These facts served to strengthen the third and the main argu- 
ment of the Government, viz., the Bank of Bengal with its amended 
Charter of 1836 was more than capable of meeting the financial 
needs of the country. The plain fact was that there were no great 
opportunities for the investment of capital in manufacturing or 

15 Memorandum by Mr. John Fullarton» ibid, 

16 Ibid. 
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bu8iii€88 enterprise's, for such undertakings were still in their 
embryo. If the utility of a bank were to be measured by its ao- 
oammcxlation to the public the Bank of Bengal did not fall very 
short of a high standard, at least during the first-half of the 
century. On the whole, the Bank was sufficient with its existing 
funds for the necnls of the businessmen and entrepreneurs of India. 
The Government did n(}t dispute the contention that much could 
be done for the prosperity of the country by the gradual diffusion 
of the banking system. But they recognised that capital must 
be more concentrated and new habits of business acquired and 
fostered before the facilities which banks are capable of affording 
could be turned to much account/’ The foundation would be 
more secure if left to the sagacity and caution of individual enter- 
prise* Moreover, some of the very great ini])ediments to the 
creation of branch banks about this time were the distances and the 
imperfect state of communications, the want of an intelligent and 
interested public to observe and check abuses, and the difficulties 
of superintendence.^^ Unless and until attempts were made to 
sunnount these difficulties big schemes, however ambitious and 
well-meaning, could do nothing to cure the real ills of business and 
finance. 

In these circumstances the project of 1836 fell through; but 
four years later it re-appeared in the Bank of Asia project with 
objects similar to those of the proposed General Bank. In a way 
this was far less ambitious in its proposed activities: it did not 
undertake to provide a complete Home remittance service for the 
East India Company, nor did it make the mistake of proposing to 
manage the Government Treasury or the Public Debt services. 
The progectors of the Bank of Asia based their arguments on the 
practical working of the various Colonial banks that had received 


Miautci by Mr. J. Allan, ibid, 
by Mr. Pullarton, ibid, 
op. oii,t p. 99, 
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their Charters from the Imperial Government; they asserted that 
the proposed Bank would tend to strengthen the connection be- 
tween Great Britain and India, reduce the rate of interest of 
money in India, regulate the rate of exchange, supersede the neces- 
sity for the transfer of bullion, and afford a permanent su})ply of 
capital; and most of all, it was claimed, it would separate the 
functions of banker and trader, thereby directing the energies, 
skill, and means of the merchant more efficiently to purely mer- 
cantile pursuits and to the lucrative development of the resources 
of the country with which they traded, and leaving to the hanker 
the important duty of an intermediate agent between the buyer and 
the seller of commodities. 20 

The i)roject raised most of the issues that had become promi- 
nent on the General Bank question. Was a hank for remittance 
transac tions a useful institution to the ])nblic of India, and could 
such a concern be combined advantageously with ordinary banking 
practices (i.e., discounts, loans, and deposits) — And, assuming 
that the answer was in the affinnative, was a special Charter neces- 
sary for the purpose? Finally, were the existing hanks incompe- 
tent to handle those affairs which the proposed Bank of Asia want- 
ed to take upon itself 

The general comment was no diflferent now from what it had 
been five years back. Pure remittance business might be a profit- 
able enterprise, but there was every chance of its leading to stock 
speculation: it was impossible to regulate by Charter what secu- 
rities were trustworthy or the prices at which they might be taken. 
A combination of such risky transactions with banking proper was 
all the more dangerotis; and Mr. Prinsep cited occasions when 
during the difficult period of capital lying idle in the Bank of 
Bengal he had resolutely opposed a resort to exchange business on 
the ground that sucH a procedure would threaten the entire safety 

SOHouee of Commons Papers, Vol. XXXV, 1843. 

31 C/. T. H, Prinsep, Bengal Financial Letters and Despatches, Vob 81, 1841. 



38 NABAGOPAL DAS 

and HtaWity of its resources.^ As to the grant of a Charter the 
Cotirt of Directors pointed out that the business of banking in India 
could be carried on without the privileges of a Charter, ivhile the 
general question of the utility of a new Bank brought forward the 
retort that with the recent extensic^n of the capital of the Bank 
of Bengal and the establishment of the Bank of Bombay (1840) 
there was no need for a new bank with a vast capital/-^^^ 

Permission was, however, eventually giunted by the Court of 
Directors, authorising the Government of India to grant a Charter 
under certain definite canditions.2^ But the grant of a Charter 
was withheld until the views of the Government of India were 
known, and these, though not unanimous, were definitely hostile. 
So the Charter was finally refused, although the Bank of Asia had 
agreed that it would not contemplate any new issue of notes.^^ 
Thus fell through the grand project owing to circumstances similar 
to those responsible for the failure of the General Bank. 

Was it ultimately to the good of Indian business and industries 
that these two grand schemes came to nothing P The point is 
debatable, but ceiiain broad issues are clear. Undoubtedly both 
the projects teemed with defects, and were not based solely im an 
unselfish desire to })romote industrial and business finance in India. 


2^ Ibid, 

2:i House ot Conintoiis l^apers, Vol. XXXV*, 1B48, p. 8. 

24 The Uiost important o|f these were — (1) Half the stated capital was to be 
paid up on opening and the remainder within twelve months afterwards. 
(2) Business was to be confined to the receiving of deposits, discount of bills and 
general operations of the bank, excluding that of issue. (3) Its transactions were 
to be restricted to the countries and colonies lying within the recognised limits 
of the Company’s Charter, and they did not consequently embrace traffic in 
bills of exchange between these colonies and the United Kingdom. (4) Sufficient 
means warn to be provided for giving due publicity to the state of its affairs. 

25 Ibid. » p. 7. To do justice to the Government of India it most be said that 
nuich of the suspicion was due to the Vagueness of Uie projeot itself and the 
abgence of useful details in the Memorandum submitted by the promoters of the 
Bank. 
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Tke fall of money rates in England and the example of big profits 
made by Chartered Colonial hanks in other parts of the British 
Empire were certainly the prime incentives of these two grand 
projects.®® On the other hand, it was not mere jealousy and selfish- 
ness that evoked the severe comments of Government experts and 
economists; the economic development of the country was still in 
a rudimentary stage, and hence there were very few opportunities 
for the employment of capital in leally profitable and sane enter- 
prises. The few data we have got in the various Government 
letters and despatches lead to <iuite a contrary coiulusion, viz., 
that ( ven if more banks were established about this time there 
wouhl have been very few openings for reasonably secure and 
profitable commercial and industrial investments. 

'rhis does n(;t mean that the policy of the Government with 
r(*gard to the economic development of India was perfectly sound 
and satisfactory. The economic equilibrium that had been rudely 
shaken needed careful handling; the old industries of India had 
decayed, and there was no systematic effort on the pai’t of the 
Government or of private entrepreneurs either to revive them or to 
replace them by new ones.®'^ There was not any absence of credit, 
for, as Mr, C. N. Cooke p<aiited out, there could be surer proof 
of the soundness of a people\s moral condition and of their habi- 
tual regard to truth than the prevalence of so much credit as was 
ne<*essary to the existence of indigenous banking.®® But unfortu- 
nately indigenous banking had decayed and was unable to cope 
with new needs and new economic factors. On the other hand, 
no amount of ambitioiis planning of banking finance could cure 
the industrial ills of India s*> long as the fundamental problems 

2c Bastor, ibuL 

$27 C. N, Cooke : “ The Jlise, Progress and Present Condition of Banking m 
India ” (Calcutta, 1868), p. 16. 

Ibid. Mr. Cooke says: ‘'The native bankers themselves ate patterns of 
commercial morality. The dishonouring of a hoondee is an event of rare 
Occurrence with them.’* 
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of the HUppiy labour, of the need for enterprise and efficient 
management, and of the general patronage and protection of the 
Government with regard to industrial development remained un- 
touched^ As long as the whole policy of the Government was 
buttressed by an economic! philosophy of laissez fa/ire the establish- 
ment of more institutions for the supply of capital was bound to 
create confusion and lead to speculative ventures. It was idle to 
talk opportunities missed when there were few such opportunities 
for investment; in the absence of indxistries and manufactures the 
problem of industrial finance could hardly be said to have presented 
itself. 

It woxild be a mistake to suppose that the projects of 183(> 
and 1840 were, apart from the Hank of Hengal affairs, the only 
efforts that had been made during the first-half of the nineteenth 
century for the better organisation and development of banking 
in India. The abrogation of the East India Company^s trading 
powers in 1833, following^ as it did the debacle of the Agency 
Houses during the crisis of 1830-38, gave a very great impetus to 
the establishment of joint-stock associations under the name of 
“Mofussil Hanks. The first and most important of these was 
iue Union Bank of Calcutta, established in 1839, a few years 
before the actual abrogation of the Company's trading rights. 
The business of this institution included the issuing of promissory 
notes payable to bearer on demand at its office in Calcutta, dis- 
counting bills and promissory notes not having a longer period to 
run than four months from the time of discounting the same, and 
leading money on security of personal property for any period not 
exceeding four months or on cash accounts to persons of undoubted 
security. The Bank was expressly forbidden to issue notes or 
discount bills in any other manner than above and was asked not 
to purchase lands, houses, or any other real property, nor any 
goods or merchandise for the pui*pose of making a re-sale and 

39 0. N. Cooke: ** The Hiso, ProgresB and Present Condition of Banking in 
India (Calontta, 1S6S). pp. 18*19. 
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profit.^*^ Ill spite of all the-se lestriciions, liowever, the Hank made 
considerable jirofits daring the first decade of its inception. The 
year 1839, however, wa^ the last high-water mark in the prosperity 
of this Hank. The ciipital was increased to Its. 1H,(X)(),(KX) (1 mil- 
lion £ sterling) in June of the same year; but in Uie absence of 
suitable ways of getting in touch with, and financing, indigenous 
enlerprises, this sudden in i tease (*f capital was responsible lor some 
imliscrect invc'stmeiit ; large advances weie made to the indigo 
houses of (Calcutta on the dcjiosit of litle-deeds of their factories 
and assigiinumt of the annual ])roduee, ami resort was also made to 
the Setdeh system nl lending money on cash credits granted on 
the jiersonal security of (he borrower, and repayable, not at a 
fixed time, but as his returns bi came available. The ( i isis came* 
in 1842-43, when many of the indigo houscvs failed: about bO lakhs 
of rupees was locked up in indigo c(;u(erns and nothing but indigo 
factories w^ere the set uritios tor this huge? dtdit. The Hank decideil 
not to sacrifice fhe indigo factories but to carry them on, limiting 
the advances as much as possible and gradually dispensing of the 
factories themselves, llioy argued (and with considorable justi- 
fication) that if they stopped the advances the debt and the pro- 
perty themselves would be destroyed; on the other hand, they 
countcHl on the fair prices that might be fetched by an aiticle like 
indigo (if w^hich Hengal had a virtual monopoly Actually, how- 
ever, the jiolicy of the Direcdors was governed less by this con- 
sideration than by a more selfish interest: they wore heavily and 
hopelessly indebted to the Hank, and the keeping of the mortgaged 
factories enabled them to w^aid off, to an indeterminate iieriod, the 
fatal day of insolvency.'^^ Jf ^vas this “ shameful violation of their 
trust*’ by the Directors that precipitated the crisis; but in the 

30 Copy of the Deed of Oo-partnerflhip of the Union Bank, Bengal Financial 
Letters and despatches, Vol. 20, 18B1 (MSS.) 

31 Evidence before the Select Coniiriittec on pjast India Affairs, 1B40. 

32 Cooke, op. cit.y p. 109. 

P. 0 
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main the crisis pointed to the danger of large capital investments 
in an unstable economic equilibrium. 

The Union liank was not the only important effort to supple*- 
ment the banking needs of India. The Agra and United Services 
Bank was established in 18J13 with Agra as its centre of activity » 
ajul its objec-t was to I’cstrict its ox)erations to purely monetiiiy 
transactions such as the discounting of bills and bonds, traffic in 
bulli(iii and foreign coin, and granting of loans upon security, it 
solemnly affirmed not to meddle in actual commerce or trade, and 
after its establishment its Ihrectors sought to make th(‘ Goveru- 
ment a shareholder in its concern, but the Government of India 
was rather sceptical about its success and declined to iriterfere.'^'^ 

Among other inofussil banks of this period mention may be 
made of the North-Western l^ank (d Imlia, Ihe Delhi Bank, the 
Simla and Umballa Bank, the Benares Bank, and the Dac(‘a Bank; 
banks of the Exchange group like the Oriental Banking Corporation, 
the Chartered Bank of India, Australia find (diina, the (Chartered 
Mercantile Bank of India, London and China, and the Commercial 
Bank of India ought to be treated separately although there was 
no hard-aud-fast line of demarcation between these latter and the 
former group. The mofussil banks were mostly in a rudimentary 
stage of banking finance — Government Securities and ordinary 
loans to individuals (of whom often a large majority consisted of 
(?ivil and military servants of the Company) occupying most of 
their attention, and actual discounting of mercantile or commercial 
bills, and advances to entrepreneurs being negligible in amount. 
This vras not the fault of the banking institutions as such: there 
was very little active demand for industrial or business accommoda- 
tion, and so the funds of the banks had to be employed in private 
loans or Government Securities. In 1845-46 the Agra United 
Services Bank, for example, could show no more than 10*9 per cent 
of its loans and credits going to parties engaged in trade, industries 

33 Bengal Financial jLelters and Deapatches, VoL 40, 1804, 
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and ooimnorce, and less than 5 j)er cent employed in discounting’.^* 
Again, iho Delhi Bank (established in 1S44) had, on the Ist July, 
1840, a total ca])iial of 1(5 lakhs and a total deposit of 4 lakhs; out 
of this, loans in individuals accounted for only a small fraction 
while exchange operations, investment in Ct)mpany’8 paper ajid cash 
in hand rei)resented about 12 lakhs of rupees. 

On the other hand, there were certain obvious defects in the 
law of mori gages, etc., which ]n*eventcMl some of the banks from 
playing their uscd'ul ]'art in the community. The North-Western 
Hank of India, Meerut, for instance, was more ‘‘a Savings Bank 
of the Services ” and its services to the agricultural portion of the 
< ()mmunity were lugatived by the law of Kegivstration of Mortgages 
and scrutinising enquiries into means of rei)a> ment.3<5 The lack 
of a harmony between the indigenous banking system and the 
su]u'iim])osed hurope'an structure led to the strange result that 
most of the advantages went to the Kuropean section of the com- 
munity, st> that there was much truth in what the (lovernor- 
(leneral (Ixml llardinge) said in 1S4S: “Banking is a misnomer 
for the operations of the very many institutions as yet established 
which are rather of the nature of joint-stock loan societies than 
hanks, ajnl exercise little or no percejdible effect on the general 
trade and ])ro8pect of the country. 

(hi a slightly different ])ole stood the so called Exchange Banks, 
of which the Oriental Banking Corporation (established in 1842) 
was the first and mosi important. It was intended to supply the 
want of a hank to ( onduct exchange and other legitimate hanking 
business from which the Banks of Bengal and Bombiiy were express- 


34 The Keport of the Bank aubniitted to tlie Government in roBpons(3 to an 
enquiry on ** Private Banks ” operating in India in 184B. Vide Bengal Financial 
Letters and Despatches, Vol. 96, 1848. 

35 Report from the Delhi Bank, ibid. 

30 Ibid. Bach loan was generally secured by two more sureties plus a 
Life Insurance in many cases. 

37 The Governor-GeneraPs Note on the Rejxirt on Private Banks. Ibid. 
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ly exol\i<Jed by their Charters. The Oriental Bank made great 
progress, and in 1845 its head olfice was moved from Bombay to 
Ix^ndon: its great success was undoubtedly due to the failure of 
the Agency Houses and the cessation by the East India Company 
of the practice of making advances in India against Bills-of-Lading 
to the extent of £2,000,000 a year.*^® The prosperity of the 
(hiental llanking Corporation led to the establishment of other 
Exchange Banks like the Chartered Bank of India, Australia and 
China, the (commercial Bank of India and the Mercantile Bank of 
India — all between 1846 and 1853. But none of these banks dealt 
with the industrial or business finance of the country: their main 
operations were (OJicoined with ex(*hange and movements of bullion, 
and in that bram h of banking they certainly filled up a gap. 

As all these inroads were being made into the sphere latherto 
m(Jiio])oliscd, as it were, by the Bank of Bengal, the Government 
of India was viewing with alarm the growing exasperation of some 
business and mercantile interests at the abseiuje of suitable borrow- 
ing and investing facilities in the two presidency towns of Bombay 
and Madras. After imuh waste of ink and paper and a singularly 
procrastinating exchange of letters and despatches between the 
Hcmie authorities and the Indian Government, Act No. II of 1840 
was passed by the Govern or-General-in-Council for the incorjioration 
of a Bank at Bombay on the same principles as were prescribed 
for and have been observed in the re-incorporation of the Bank of 
Bengal by Act No. VI of 1839. The establishment of the Bank 
of Madras followed three years after — again on the same principles 
and with the* same limitations as those of the Bank of Bengal. 
The very * establishment of these banks showed that the Govern- 
ment could not aflord to remain quite imjieiwious to mercantile 
clamour for more adequate means of accommodation. 

Even a veiy superficial survey of the banking history and 
development of this period, however, points to the comparative 

M A. S. Easier : The Imperial Banks (London. 1930), p. 107. 

30 Honae (if Connuons (East India) Papers, 18(K), Cmd. 53, 
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paucity of real banking iiLstitiitions promoting the banking needs 
of India. Even as late as 1860 a Return to Address of the 
House of Jxirds calling for a list of all the banks then cxtsting 
showed how very small the number of iiistitutions conductctl on 
Western lines was. Apart from the three Presidency Hanks Heiigal 
could claim only seven, and the rest of India only five; and most 
of these were either l^xchange banks, jjure and simple, or mere 
apologies for banking institutions.^^^ 

The blame does not, however, lie with the banks as such. It 
)' *\s the industrial stagnation of India, due to eausCvS over which 
banks had no t oiitrol, that w^as i rimarily responsible for the im- 
perfect and one-sided deveb pmcnt of India’s banking institutions. 
The absence of a definite and comprehensive industrial and economic 
])olicy by the CioverTi merit was the root of all troubles. Arj anony- 
mous wTiter of this period most ])ertinent]y asked: ‘^IIow is it 
that, notwithstanding w’e are the rulers of the country and that 
it contains a vast population which it is now clearly ascertained, 
have no disinclination, but, on the contrary, a strong desire to 
liossosH articles of British ]'roduet and manufacture, our exports to 
it should not, at an average, exceed millions a year, being less 
lhan half (;ur exports to the IT. S. A.P” And he replied: 
“ The cause of this anomaly is a])parent. It results entirely from 
the backward state of industry in India and from the difficulty 
the people experience in raising products with which to pay for 
our goods. According as this difficulty is diminished, i.e., accord- 
ing as India succeeds in pr* ducing articles suitable for our markets, 
the commerce with her will be extended and may indeed attain 
to any conceivable limit. And it so happens that the very articles 
wffiiih fonn wffiat are called the grand stajdes of India are those 
best suited for our markets .... and nothing but a deficiency of 
enterprise and skill jirevents her from attaining to the highest rank 
axs a mart for these articles/’^* 


'iO Houae of Lcird« Papers, 1860, Cind. IK). 

Beasons for the Establishment of a New Banh in India ” (Loudon, IH36)' 
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Considerable light on Ihe ^tate of the Indian money market 
about this period is also thrown by the reports jniblished in the 
pages of ^‘The Indian News” — journal published monthly in 
London on the day after ihe arrival of the Overland Mail/*2 In 
spite of refej-cnces to oteasional stringencies and tightnesses of 
money (very often due to ])olitica] factors such as the Sikh wars 
and Afghan campaigns) the general im])res8ion obtained from a 
luunsal of the rei>orts from Calcutta and Bombay is (me of cheap 
and abundant money in the markets. In general money was abun- 
dant in the bazar for all puri) 08 eH, and sometimes considerable 
G(jvernment loans wore opened, (e.g., in 1840), with a view to 
taking u]) much of the ttoating capital in the market. Theie were, 
no d(jubt, seasonal fliutuations in the market; but, on the wlnde, 
a superabundance of money for all purposes was the normal feature 
of the markets/*'^ Kv(mi after the commercial ciisivs of 1847-48 the 
moTK^y markets soon returned to their habitually easy position, 
and ('arly in 1850 it was ^re])orted that “ the money market was 
abundantly stocked and capital readily obtainable on easy terms 
whenever good and tangible securities wt?re offered.” The em- 
barrassing abundance of money continued during 1851-52 when 
loans were offered at 4 to 5 per cent as capitalists could not find 
full employment of their funds; this increased to such an extent 
that in August, 1852, a meeting was held among the proprietors 
of the Bank of Bombay for the purpose of taking into consideration 
a proposal for an api)lieation to Government for a modification of 
the 1840 Charter which precluded them from dealing in foreign 
exchange business. Even the violent disturbances of the Indian 

by an anonymous writer, p. iiS. The only available copy of this book is in the 
Guildhall Library, London, to A\’hich I was given access tlirough the kind 
courtesy of the librarian. 

A2 This was first published on the 11th June, 1H40, and was subsequently 
amalgamated with “ Allen’s Indian Mail *’ in 1858. The last issue of the Indian 
News tB dated the 27th July, 1858. 

48 The Indian News (Tjondon), 10th Det«inber, 1840; also issues of 1844 — f7. 

u Ibid.f ^Oth June and 6tb October, 1852. 
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Slutiny ill 1H57 caiised Init a ripple on the quiet almiidanre of 
money in India, and, as soon as the Mutiny was well niider control, 
the temporary tif»*htness of money was eased and funds became 
plentiful as ever/*'’ 

All this shows how very danj^eroiis it is to attribute the 
industrial stagnation of India up to aliout ISdtK*® to the Lack of 
credit faciliticvs or to an alleged jailicy of banks deliberately with- 
holding* credit from business or manufa(*turing interests. The 
insistence on t aution and sec urity by banks was inevitable on 
ac'count of the unstable ('conomic* factors in the iTidm of this period; 
moreover*, the nnfortunate autecedcuit history of the Agency Houses 
and of th(‘ rnion Hank ot Calcutta c Icnrly demonstrated the im* 
pruden(*e of rash and speculative investment. There is no record 
of any legitimate industrial or manufacturing entewprise, otherwise- 
sound and solvcuit, having bc'en handi(‘a]q)ed, either at its inception 
or during its subsequent development, by the lack of credit facili- 
ties. It is, therefore, the height ot folly to conclude that the 
industrial develojunent of India (hiring this ])eriod might have been 
iniprov(‘d, in the absence of other co-ordinating factors, by a mere 
piling uj) of more capital and inore banking institutions. 

This does not mean that the banking system, as it stuod, was 
perfec't. Undoubtedly there were weaknesses and defects; and the 
absence of a link between the decaying indigenous banking houses 
and the new banks conducled on Eurcjpean lines was, perhaps, the, 
most significant weakness in the chain of industrial finance. Ilut, 
apart from this, the ])roblem of industrial finance had not as yet 
presen i(’d itself on any important scale in India. There was no 
comprehensive policy for industrial development, and even with 
regard to the cultivation of such products as cottol), flax-fibre, 
hemp, etc., which might serve as the raw maic’rials for English 


45 IbuL, 27th July, 1858. 

46 This date is rathor arbitfiarily chosen : in 1860 the limited liability principle 
«>f joint-stuck assix’iations was extended to hanking institutions as well. 
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niaiuifac hires, only the most imperfect be»inninf>s haxl been 
Uf the plantation industries, a number of tea-gardens had been 
started with European cajiital about the middle of the century, 
but it was (iiily after the crisis t)f 18(Mi that they entered on a 
period of harmonious development/*** vSome efforts were being 
made with the? cultivation and manufacture of coffee — but thi* 
question (if finance had not yet assumed the magnitude of a 
problem. With legard to c inchona, only preliminary experiments 
and researches were being made, the question of large s(3ale culti- 
vation and manufacture belonging to the latter half of the century/*^* 
It is no wonder, therefore, that the G(/vernment of India, as we-ll 
as the Home authorities, were generally suspicious of so-called 
investment demands of the business and mercantile ('lasses, for 
such demands were often speculative and hardly distinguishable 
from stock-jobbing.^<^ Even as early as 1843 far-seeing bankers 
and financiers had pointed to the dangerous tendency of some 
banks to advance inoiu^y to indigo })laiiters on the security of 
their “ hlbck/^ which tenn included “ the whole fixtures, a})purt- 
eiiaaces, and even growing crop of an indigo factory! In search 
of a quicker road to a large dividend many of those banks would 
make advances in an extiemely loose manner, e.g., oven on silk 
filatures and on stocks of tradesmen; but their limited knowledge 
of market (*onditions and the absence of the power of superinten- 
dence always made such transactions dangerous, abortive, and 
unprofitable. However carefully guardcKl transactions of this kind 
were of a nature contrary iu pro])ei hanking business, and nolxMly 


^*7 Edinburgh RevitfU' Dr. J. Forbes Hoyle’s reBearches on 

cotlion. Dr. Jameson’s on flax-fibre. Dr. Buchanan’s on common mallow, 
Dr, Hoxburgh’s on the Sunnplant, and Dr. M’Gowan’s on the rhea fibre had yet 
k) be oo-ordinated and built up ink) an economic policy. 

48 V. Auatcy ; “ The Economic Development of India ” (London, 1929), p. 2B6. 

Edinburgh (April, 1H62). 

&0 Bengal Financial Letters and Despatches, Vol. 95, 1848. 
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was surprised when, alter a temporary Irenzy ot excitement, mosi 
of these investments proved to be bad and iiiipiohtable. 

As a matter of fact, the first sixty yeais ot the nintueeutli 
century were a period of the slow decline ol the indigenous indus- 
tries : the subsequent rise ol one or tw^o large-scaie industries 
belongs, more correctly, to the latter hull of the centurc. “In 
India there was a much more definite hiatus than in the West 
between the decay ol the handicralts and the establishment of 
ta('tories, during which ceituin types of demand were largely met 
l>y impoi It wiis no wonder, therefore, that capital invest- 
ments in industrial and business concerns weie so meagre- com- 
pared to the vast size and potential resources (>f the countr;y. On 
the one hand, the small amount of Indian capital that was available 
ior invest men t found an easier and more [>rolitable outlet in com- 
mence rather than in industry; the Indian mereautile classes eageiiy 
embarkeeJ on uil kinds of speculation in which they had an immense 
advantage in skill, knowledge of the country, local connexion and 
(dieupness of agency, over the European capitalist s.^‘^ On the 
other hand, European capital investments were not also very great; 
aiiart from investment in railways and banking institutions, they 
were hardly more than towards tlie chise of our 

epoch. The great difficulty of pioneer work and the unusual no- 
velty of underiakings in a distant country like India naturally 
served as deterrents to the free how of capital to India — a tact 
illustrated by the early history i»f railway cjonstruclion and hiuince 
in India. Englishmen arriving in India were attiacted by what 
they hoard of the great and rapid profits to be made from certain 
businesses (like indigo) and, theiefore, they abandoned the idea 
of entering upon other undertakings which ohered less advantage 

51 T/ic Economist (London), Oct. -21. 1S43. 

52Anstey : op, cit., p. 207. 

53 The Economist (London), April 10, 1852. 

Aug. 4, 1849. 
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and look iiKue time to bring to a successful issue. On the other 
hand, the complaints made by indigo planters and allied enterprises 
about the obstacles they professed to meet with from the nature 
of the administration in India, had the effect of creating a vague 
but gencu'al fear of all investments in India, whether connected 
with the land or otherwise, b'urther, Englishmen looked upon 
India as a i)lace of tempi jrary sojourn, to be quitted as soon as 
possible, and hence did not wait long enough for the proper deve- 
lopment ot their undertakings: they left everything in the hands 
of (iareless and corrupt agents, and failure was, of course, the 
result. Unless and until these problems were tackled, nut in a 
half-liea-ited mooil, but with a far-seeing and comprehensive vision, 
the question of difficulties as to the a(dual finance of industrial 
undertakings could not arise at 

Wen^ ihe restri(!tious imposed on the three l^residency Banks 
by tbe terms of their Charter unusually severer^ The Oovernment 
rightly contended that, being more or less public institutions with 
enormous (Government interests involved and being more in the 
nature of central banking institutions, these Ixiuiks needed a very 
careful scrutiny of their business tiausactions. With tliis end in 
view the (Jhaiters had been made excmlingly severe Imth as 
regards the extent of each hum and its duration, while the nature 
of the security demanded pi evented any j)ossible spwulative riska. 
Towards the middle of (he nineteenth century, however, the con-^ 
struction and developiuont of railways began to attract the atten- 
tion of British capitalists and entrejireneurs, and the East India 
(vompany found that, unless the clauses of the Charters for the 
Banks of Btmgal, Bmnbay and Madras were modified, initial British 
investments would be greatly bandioapped by a lack of capital while 
wmrk was in progress, and railway development would be retarded 
in consequence. So, in response to the clamoui* of British investors 
and promoters, and also with a view to smoothing out railway 

65 Sae the brilliant article on “Why is not British Capital More Iiargely 
Invested in India V “ {The Ecmomtst, October 9, 1868), 
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flevelo])meiit in India, Act XXI of lHr)4 was passed empowering? 
the hanks lend money on the security of ihe shares in snch of 
the Incorporat(Hl ll^iilway (-oinpanies as held a ^•naraiiiee from the 
East India (Company,” and, with res:aTd to interest it was pro- 
vided that no snch loan was in any (’ase to excml in amount three^ 
fourths of the paid-value of the shares on the se(‘urity of which 
the loan was made and in every < ase such shares had to he trans- 
ferred to the hank hy wdiic‘h the lean was made, either ahsolutely 
or hy way of Jiiort^’aj^e.'^ The comession was not so complete as 
it seemed at first si^ht; but it was a move in Ihe rif?ht dire(‘tion. 
This was followed hy Act XXVII of ISof), which empowered the 
three Presidency Hanks to transact business of a new kind, viz., 
to take charjxe of Government Securities or Shares, to receivi* in- 
terests or dividends on any such Securities or Shares, to invest 
any money de])osited in the purchase of any such Secuirilies or 
Shares, to sell or transfer any siudi Securities and to re-invest the 
principal, interest, or dividends so received in Government Secu- 
rities or Shares. Althouf?h this Act did not ^ive any positive 
help to the cause of industrial development it certainly nave the 
hanks some more freedom and latitude than they had hitherto 
enjoyed. 

While these Acts souf?ht to enlarge the scope of the husinesB 
allowed to the three Presidency Banks the authorities were not 
quite impervious to Ihe pateiit defect in the hanking organisation 
of India. Apart from the three Presidency Banks which had got 
special Oharters of their own, and some exchange banks which 
also had got the legal privileges of limited liability through the 
grajit of 8pe(a*al (Tharters, most of the so-called moftissil hanks 
were without the legal protection of the principle of limited liabi- 


S6 W, Theobald : LegiRlative Acts of the Governor-General of India, 1849 — 55. 
(Calcutta, 1860), p. 634. 

Ihid., 803, 
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This loop-hole in the banking law of India adversely affect- 
ed the progress and development of banking and business finance 
in two ways. Firstly, the very absence of the privilege precluded 
the estublisliinent of s])e(ial banking institutions cateiing for the 
varying and peculiar needs of Indian industries and agriculture. 
Secontlly, in the absence of the privilege, the existing banks were 
forced, owing to the logic of facts, to act with an extra amount 
of <*aiition and hesitation when making advances or investments. 
Act No. XTX of l<Sr)7 (onferrt^l the ]»rivilege of limited liability on 
joiiit-sto(*k associations in g( neral, but the first section of the Act 
t'xjiressly excluded associations tor the purpose of banking or 
insurance'^ from this privilege. It was only three years later that 
this restrictive section was repealed and in 1806 the famous 
Indian ('ompany\s Act^' consolidated the accepted principle that 
“no member of a joint-stock association shall be liable for more 
than the unpaid portion of his share and that in case of guaranteed 
companies no member was to be liable beyond the amount of his 
guarantee. “ 

These A(ds wcue not, by themselves, enough to accelerate the 
industrial development of India ; much more had yet to be done 
in spheres either than tliose of ]mre banking and finance before 
the beneficent ])rovisions of thcvse new measures could make their 
influence felt. But the Acts certainly opened a new chapter in 
the field of banking and industrial finance in India, for they ciear- 
e<I the way tor varied banking activities and for the establishment 
of suitable institutions for the niobiJisation of ejiterjuise and 
capital. 


5S Roiijc of the ea.riic«t Kuropean joint -stock banks m Oalcntta enjoyed the 
privileges of limited liability before they were permitted in England, but most 
of these mfitiiutums bad disappeared during the crisis of 1880, and, further, the 
privileges had not been conferred by any general Act, but had been granted only 
m individual cases. 

5U By Act VTT of 1860. See Theobald : op at. 

60 Act X of 1866, ibid. 
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IV 

Remedies for the Poverty of Indian 

The causes ot India’s ])over<y, as analysed l)y Kaiiade having 
heen enumerated, we may now attempt at explaining thci linee 
along \vhi('h he tlnmght a solution of that poverty could he found. 
The (‘auses theinselvefi point to the lines. These will consist in 
the removal of the causes, that is, in the relieving of the ])ressure 
upon the soil by an intensive industrialization of the country, h\, 
inland and foreign emigration, by the supply of capital, by the 
re-organization of (Tedit, by judicial reform, by conferring full 
proprietary rights on the cultivators and reducing the rigidity and 
burden of the land tax, by giving uj) old traditions, conservative 
habits, and lack of spirit, etc. We shall notice these various 
remedies as explained by Ranade. 

i< Industrializatiofi of the Ceuntry. 

The chief cause, according to Ranade, of India’s material 
degeneration being the dependence on the solo resource of agricul- 
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ture, IhB chief thing naturally that would make for her economic 
well-being would be the promotion of a varied culture — of manu- 
factures and coiiinierce alongside of agriculture. There can be 
no doubt,” said he, “that the permanent salvation of the rcmntry 
depends u})on the growth of Indian manufactures and commerce, 
and that all other remedies can only be temporary palliatives. 

“ What we have to do ... is to learn by organized co-operation 
to compete with the toreigner, and take in as much raw produce 
from abroad as wc need, and work it up here, and to send in place 
of our exports of raw produce, the same quantities in less bulky, 
Init more valuable forms, after they have undergone the operation 
of art manipulation, and afforded occupation to oxtr industrial 
(‘lasses . . . We have to inqjrove ouj’ raw materials, or import them 
when our soil is nnsnited to their production. We have to organize 
labour and capital by co-operation, and import freely foreign skill 
and machineTy,2 till wc learn our lessons properly and m^ed no 
help. W^e have rusticatecl too long; we have now to turn our 
a[)t bands to new work, and Ixuid our muscles to slurdier and 
honester labour.”-^ 

Ranade ri'alized full well that the development of manufactures 
and commerce was not an easy task. There were great obstacles 
in India’s way to it — obstacles “represented by our old traditions, 
our jioverty of resources, and the hostile competition of advanced 
races, xvhose industrial organization has been completed under 
niore favourable conditions than our own.”'* Also, be knew that 


1 Indian Foreign Kmigration, p. 130. 

2 For this view of bis, Uanadc was taken to task by the Kesati, Mr. Tilak’s 
paper, in an article entitled “ Mahadev, in singing the praises of foreign capital 
,)s a traitor to his country,’* Bee tlanies Kellock’s book ** Mahadev Govind 
Banade ” for an explanation of the incident that led to this article appearing in 
the Kemri, pp. 122*23. 

BFreaeht State of Indian Mannfaotttnss, p. 128. 

t p. 128. 
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it was not open to India “ to rely upon differential tariffs to protect 
home industries during their experimental trial as was the case 
in the self-governing countries in Europe, America, and the British 
tJolonies or to expect government houi»ties and subsidies to be paid 
out of general taxes us was done in (leniiany and Eram e. Pro- 
tect ivc^ tariff's and bounties and subsidies were “heresies’’ accord- 
ing to orthodox economies which was taught to ns and in which our 
rulers had strong faith. To bring about the industrial regeneration 
of India was, therefore, a struggle against great odds — “a struggle 
between a giant and a dwarf, and yet the struggle bad to be main- 
tained ” and he was sure that if properly maintained it would 
end in success for India. 

“ Natural ai)titudes, imdevelope<l Imt unlimited resources, 
peace and order, the whole world oj)en to us, our marvellous situ- 
ation as the emporium of all Asia, these priceless advantages will 
sec'ure success, if we endeavour to cU^serve it by striving for it.’”? 


Uanude wanted the (ioveriiment to come forward and eu- 
courage the develoj)inent of Industrie's in India, The (lovernment, he 
mlvcauited, should pioneer new industries and help those that were 
promoted by private enterprise by guaranteeing minimum interest 
as in the case of railways or on the lines chalked out by the Dutch 
Government in Java — lines which he never tired of placing before 
the Indian Government as a model.« The Java system he described 
“ as a system of encouraging the planting of remunerative crops, 
and Jiumufactiniiig them for the European market, by i)iivate 


5 Industrial Conference, p. 203. Also Netherlands India, p. 72. 

0 Present State of Indian Manufactures,'* p. 107. 

7 Ibid.t pp« 128-29. 

8 Vide “ The Dutch Netherlands Government have shown the way in Java, 
and with leas selfiah motives the same method might well be tried in regard, at 
least, to the industries allied with agriculture, sugar-refining, oil-presBing, tobacco- 
curing, silk-rearing, etc., Indian Political Economy,” p. 81. 
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ageucy and at private risk, with Government advances, and under 
Government supervision, and with the Government as the sole 
customer.”'^ The effects^o of that system had been marvellous on 
the development of the Java island and contrast very favourably 
with the effects of the Hiitish <3((*nomic policy in India. The 
contrast between the two he pithily sums up in these words — 
While the proportion of raw to manufactured produce exported 
from Jlrilish India was four to (me, the proportion in Netherlands 
India was one to ftiur.’’^^ He pointed out that the Government 
accepted the principle of pioneering* new industries when it intro- 
duced, at great expense, new pjujducts like (iimihona, tea, and coffee 
among the agricultural resources of India. 

“ What is now suggested is that similar efforts in other 
directions than agricultural development should be 
made, not at State expense (le])artiuentally, hut on the 
plan followed in the case of lailways by guaianteeing or 
siihsidising private efl'orts, till private enterprise could 
vSupport itself, or, hotter still, by the plan followed in 
Netherlands India by advancing loans to private capital- 
ists at low interest, and helping them in the choice of 
places and the selection of the form of investment. 

He also desired the Government to extend its own custom to the 
produces of Indian industrial enterprises and to set up a Dej^artment 
of Commerce and Manufactures so as to avoid frequent (;scillation& 
of purpose/' 


9 “ Netherlands and the Ciiltnre System,*’ p. 83. 
lO/fchi., eee pp, 8S— 94. 

11 “ Netherlands and the Cult arc System.” p. 92. 
13 /hid.) pp. 95‘(1. 



MAHADEV GOVIND RANADfe — HIS ECONOMIC VIEWS 57 


II. Provision of Capital. 

From what has beoii written in respec-t of the part that Itanarle 
pleaded Government should play in the sphere of i)roin()tion of 
industries in India it is clear that, besides requiring the Govern- 
ment to helj) Indian industries by way ol providing guidance, 
supervision, cuislom, etc., he also ineached that it should meet the 
lark of ca]utal which was such a great hindrance in the path oi 
industrial develoinuent in the rountiy. The lack (jf capital, he 
said, the Govc'rnment should meet hv “advances, limited as in 
Java, to maximum amounts, and made rejiayable at low interest 
in a certain number of years. If, however, the Government was 
not itself jirefiared to shoulder the i isk ot lending, the next best 
<‘ouise o])en tor it would lie, Hanade suggested, to aiitliorise the 
existing Local or Municipal Ibiards or s])ecially ( leated Corporate 
Hoards ot Trade and (^unmerce to borrow trom it at low interest 
the moneys re(|uired and advaiu'e them as loans for the imjirove- 
ment of rural and urban industries to ]uivate persons with skill 
and (^nergy to turn them to account. 

'JTie advances, whether made by the Government direct or 
through the agency of Local or Municipal Hoards, would, of course, 
be disbursed in the most juotitable way under the su])erintendence 
of official exjierts, who would lielp and guide private eft'orts, and 
watch the interests of G<;veriiment by preventing ulmse, and be 
given towards the development of those industries in the prosperity 
of which the Government has a large stake or in respect of which 
India possesses special advantages— industiies such as iron and 
coal, sugar, oils, beer, w('ollens, hides and skins, and paper and 
glass.i'" 

In addition relying upon Government to meet the deftejenev 
of capital Kanade also wanted his countrymen to help the situation 
by giving up the hoarding habit. 

13 Ibid., p. 100. 

14 “ Netherlands Indian and the CnHnre System, ” pp. 100 — 103. 

P. 8 
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‘‘ Kvery year we import in treasure bullion^ gold aad silvesr 
of the value of twelve crorcs worth, i.e., three crores of gold and 
nine ( lores of silver. The whole of the gold disappears, and is 
absorbed by the soil, and of the silver seven crores are sent by us 
to the Mini every year, and the rest is absorbed like gold. Since 
1834 this absorbing process has secuired the virtual destruction of 
nearly four hundred and fifty crores of wealth, which might have 
been turned to better account. The saving of f(mr hundred and 
fifty v.mren in fifty years by twenty-five crores of people is not a 
sign of great prosptuiiy, but we have made our position worse by 
burying it or using it uii])roductively. This heiarding, at least, 
proves that nearly eight croras of rupees may be each year turned 
to capital account, if we were only resolved so to use 

When the industrial policy sketched out by him was adopted 
and judiciously carried out in practice, Kanade believed that *‘the 
wholes face of the country might be changed in the course of a few 
years.’’ He observed: — 

“ When the country was thus enabled to obtain a new start, 
and factories and mills on u small or large scale were set up all 
over the land, the present paralysis would give way to a play of 
energies whic h would far more cdfectively than schools and colleges 
give a new birth to the activities of the nation. 


III. Emigration. 

While llanade was cMiUvinced that the ec/onomic salvation of 
India would lie in bringing about a diversity and change of occu- 
pations in the country he at the same time felt that to effect this 
was an arduous task and would take time. For affording relief 
to the surplus population of India in the meanwhile he proposed 


15 ladu^triftl Conference, pp. 201 — ^12. 

16 “ Netberlandw India and the CHiltnre System,” p, 104. 
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that inland ami foreign emigration should be resoried What 

emigration there was in India from the eongested parts to the 
thinly-peopled tracts was good in so far as i< went. Itut it did 
not, and coxdd not, go far enough; nor could it “ be, in any way, 
compared. . . . in its immediate and remote liearings on national 
prosperity, wuth foreign emigration. Quite a large number of 
Indians emigrated to tbe Britisb, French, and Dutch Oedonies 
beyond the seas. Their emigration angnred well for the future of 
India and should be encouragc'd by every means both by the (lovern- 
nient and Associations like the Western India Association so that 
*M'hc edd thraldom of prejudic'o and easy-satisfaction and patient 
r(\signation ’’ might disappear and its place be taken uj) by ^‘new 
aspiiatious and hopes. 

Besides relieving the pressure of populaiic.n on the soil, Uanade 
said, that the emigration and settlement of Indians abroad would 
afford a good market to the Bombay mill-ow^ners for their cloth 
and transportation work to Indian shippers especially with 
Mauritius and Natal on the African (k>ast.’' Also ‘‘ the school- 
juaster, the doctor, and the lawyc^r, (he artizans of all classes, and 
even the ])ric'sts of different sects, have here a most favourable 
field for their opc^rations and enterprise among people who are 


17 See " Indian Foreign Emigration,” pp. -100. 

18 idl'd., p, 188. 

10 He suggested that the Government should promote schemes of colonization 
bke the ancient rulers of India who enc4)ifraged whole village communities, with 
their varied elements of life to move ” en masse and made them comfortable in 
their new homes,” and induced “ powerful guilds of traders and artizans from 
distant places to settle in new towns by free gifts of lands and houses and 
privileges.” He thought that such colonization was possible with Africa and 
Australia and the Bast and West Indies literally starving for Indian labiuTi and 
Burma at our docu* o|>ened up.” — Indian Paliticat Economy p. 30, 
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their kith and kin, and on whom sympathy would never be 

wasted / ’20 

Most of the remaining* proposals of Kaiiade for remedying the 
( ('ononih' ills of India pertain to the wretched condition of the ryots 
brought about by laws that made the procedure of justice very 
complicated and expensive for the poor farmers, by the poverty of 
j'(stuir('es ami the system of credit prevailing in the rural areas that 
tlirevv the agricultural industry into a state of stagnation and 
dejjression, and by the land policy of the Government that le<l to 
the burdcnsoineiiess, rigidity, and uncertainty of the land impost. 
The proposals aim at the removal of all these respective evils, and 
are judicial reform, re-( organization of credit and reform of the 
Jand policy, “dudicial leform im reased banking and loan facili- 
ties and the guarantee of a permanent settlement, are the three-fold 
elements in that organic reconstitution of our agricultural economy 
which, as they hang u]:on each other, each receiving strength and 
coherence from the other, udll alone rescue the country from its 
present plight.”'^! 

IV. Judicial Refarm. 

The views of Kanade on judicial reform might he gathered 
from what he wrote on the Deccan Agriculturist’s Bill of 1879.22 
The Bill was meant t(; do away with some of the legal complications 
and burdens w hich w^ere a cause of the misery of the ryots and it did 
aivay with those by conceding the power of going behind thft bonds 
w^here there was xiiifairness, by extending the period of limitation 
of suits, by abolishing imprisonment for debts, by requirina that 
every l>ond be w'ritten by and under the supervision of the village 

Jhid,, p. 168. 

2J “ Landl Law Beforuj and Agricultural Banks/' S J., Oct., 1881. 


32 The T)«KiCaD A^^riculturists' Bill, 8, J., Oct., 1879, 

also “ The Law pf L^nd Sale in British India,” pp, 347— d9. 
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regiwtrar, by appointing village mnmiffs to try suils of less than 
ten rupees, by establishing courts of conciliation and increasing 
the number of tiibuuals, by forbidding compound interest, and 
by exempting land from sale for unsecured debts and heirs fiom 
payment of ancestral debts. 

Rauade wholeheartedly approved of the Rill althotigh he 
thought that it would “ ])ut a stoj» <o the ryots* credit, at all events, 
on a mere note of hand or bond*’ because of “the many (d)stacles 
thrown by the Rill in the way of realizing this security,** and that, 
therefore, the ryot (‘(an})elled to raise nioney anyhow “ will have 
no other recourse left, him but to pledge bis land/*23 He also 
criticised the Rill on the score of its one-sidedness. He said: — 

“ Its objec'ts are good, but it is not free from the charge of 
(Hie-sidedness. Tt discourages private (ontracts by relieving the 
peasantry from obligations incurred under those contracts, while it 
leaves the action of the State as free and rigid as ever l>efore. It 
will, perhaps, relieve the peasantry from its ])re8ent indebtedness 
and prevent it from running headlong into debts hereafter. Rut 
as to bettering its condition much will depend upon the nature of 
the alterations in the land ^ystem which may be brought about by 
those who have the destinies of the people committed to their 
charge.* *2^ 


V. Re-organizatian of Credit, Banking and Loan Facilities. 

Raiiade considered the re-organization of rural credit as much 
more important than judicial reform to which the whole energies 
of Government were unfortunately devoted, for in the absence of 
cheap capital — banking and loan facilities — a less costly and more 
elastic system of adjudication would not be of much avail. This was 
only “the gift of stones** to those who “clamoiir for bread” 
and was intended to patch up surface rents without infusing new 
S' 

23 The I^eccan Agrioultiirists’ BiH, S. e/„ Oct., 1879, 

24 Ihid. 
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life-bloiKl and strength into the system which is gaping with its 
deep wounds. ”25 proposal in regard to the re-organization of 

rural credit is based on what has been done in the line in some of 
the European ( ountries where the conditions are similar to those 
that obtain in India, namely, in Hungary, France, Italy, Helgium, 
Switzerland and Germany. In those countries, he infonns®® us, 
ilie task of reorganizing credit has been performed by their states- 
men and has been attended by wonderful success. If the same 
thing is attempted in India by the Gt^vernment the result will, 
doubtless, be indentical here. 

” If this task were undertaken in the same spirit by those who 
feel its in)portance here in the promotion of national well-being, 
and a mo(his opetandi established by which iieople seeking secure 
investment can be brought face to face with those who need their 
help and are prepared to offer that security, the naticni would soon 
.••tart upon a new race of life wdth its powders invigorated, and its 
energies awakened in a way no other single agency can accom- 

pli8h.”27 

Ranade suggested that the State ” should encourage and even 
guarantee private effort where it is willing to undeHake the loan 
business with agriculturists on less exaebng terms so as to leave 
a margin for the ryot’s subsistence, ”28 ffe wanted state help be- 
cause State control and supervision were necessary to inspire confi- 
dence. He did not think it essential that the State should spend 
its funds, for the funds would be available if only the State was 
to make itself responsible for the w^ork of organization. 

“The State need not expend its funds. The funds will be 
forthcoming to any amount if it only promises to organize the 
Agency, and set it at work. The Post Office and Savings Banks 
dieposits are ready to hand. All that Oovernment has to do is to 
organize District or City Committees of Indian capitalists, to em- 

25 “ Land Law IldformB and Agiicnltunil Banka,'’ 8. J,, Oot., 1881. 

28^‘Ttie Be-organization of BeaJ Credit in India.” pp, 47—68. 
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power them to leceive depcisits at fixed lates and lend them at 
.slightly higher rates to the borrowers on the security o4‘ lands, or 
houses, etc., the excess rate providing for a* gradual amortization 
of the debt in a definite period, as also insurance charges and 
working expenses. The bjans of these District Comm i1 tees should 
be allowed priority over all (dher debts, and exempted from all 
duties, and (‘ertain and speedy execution should be j)6rmit1ed to 
them.’’^^ 


VI. Refonn of Lanil Policy. 

The reform of the land policy of India was, Raiiade held, the 
most crying want of the ( (mnlry. It was something by Ihe side 
of which all other agencies sank into insignificance. He 
observed : — 

“ Just as mere judicial reform has been shown to be likely 
to end in disappointment as long as fhe (rying need for more 
caj)ital is not lecoguized and attended to, it must be laid down that 
no action that (lovernment might take in this latter direction will 
lead to any permanent beneficial result as long as the pressure of 
revenue under the existing system of assessment continues un- 
abated, 

The reform that he wished to see introduced was the confer- 
ment of full proprietary rights in land upon the people. “ liet 
each man’s laud,” he said, “be as much his absoluh^ property as 
his bouse and clothes. ”3* Or, the (jovernment ‘‘should withdraw 
from its position as landlord, and look upon ihe land tax as a tax 


27 “ The Be-organization of Real Credit in India,” p. 46, 

28 ” Laud Law Beforuis and Agricultural Banks,” S, J., Oct., 1881. 

29 “ The lie-organization of Real Credit in India,” p. 68. 

30 Land Reforms and Agncultnral Banks,” October, 1881, 

31 Prussiati Land Legislation and the Bengal Tenancy Sill, p, 810. 
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like any other monopoly taxes. A permanent ryotwari settlement 
fixed in grain which the land produces, and commuted into money 
values every twenty (jr thirty years, can alone furnish a solution 
of the agricultural problem 

Hanade’s proposal for a permanent settlement in a definite 
and elaborate form is contained in the following passage : — 

“ Uur own i)ruposal is that the permanent settlement claimable 
from all soils should be once for all fixed at a proportion of the 
gross staple produce, the j roportion being baaed upon Ihe principle 
of dividing the net profits in kind half and half between the 
(iovernment and private holder. The kind juiymi^nt so fixed should 
be unchangtable for all time, whatever improvement the private 
holder may effect in his land. As, however, the (Government can- 
not conveniently receive the kind payment, its disbursements being 
all in cash, we would commute the kind payments into money 
values, and these money values would be liable to periodical changes 
according as prices pcinianently rise or fall over a great part of 
the country. All the (Government will have to do under our 
arrangement will be to keep accurate statistics of the changes in 
pricf^s, and the results of twenty or t))irty years’ price currents 
will show whether higher or lower prices will be maintained in 
the next period of corresponding duration. Of course, as laid 
down in the (Government of India Kesolution, it will not be just 
to raise money values to the exact margin of (he permanent rise 
in prices. A due allowance will have to be made for increased cost 
of production and a higher standard of living and a proportionate 
deduction will have always to be made on this account. Subject 
to this deduction the money values will remain constant for long 
periods, and the kind assessments will remain permanent for all 
time.”^'* 


as “ Tb® Law of Land Sale in British India/’ p. 362. 

aa “ A ^^rotest and a Warning against the New Departure in ffie Land 
Assessment Policy.” 8. J., April, 1884. 
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Itauade regards the above scheme of a permanent settlement 
m practically a panacea for all the economic troubles of agrarian 
India. Ho admits that it will not immediately revolutionize the 
positio}) of the ryot and his relations with the sowcar, but says 
that it will certaiiily “ etfect a most desirable (‘hange in the course 
of time and would remedy all existing evils in a smooth natural 
and imperceptible way : — 

In the first instance, it will reduce the triction that under 
the existing system not unofteii arises between the sowcar and the 
ryot and induce the private (capitalist to invest his capital in laud. 
Under the prevailing policy the sowcar advances money for “ the 
ryot’s personal and unproductive expenditure and mostly at usuri- 
ous rates of interest” and “has no inducement to invest his 
Biivings in the im])rovement of land.” This is so bi'cause the culti- 
vator oc'cupies the statxis of a tenant and not of a proprietor, and 
the limit of his liabilities is not known; and the capitalist, in mak- 
ing advances to him, runs a great risk. If, however, the settle^ 
merit is made permanent the ryot’s present and future liabilities 
will become certain and the sow(‘ar^s “position will be legalised 
and insured against all risk; ” hence “a better confidence will l>e 
engendered, and the capitalists will be encouraged to safely put 
his capital in land. Ho observed: — 

“ All improvements in husbandry suggested by science and 
experience presuppose a great expenditure of capital to be invested 
in land. The magic of property can alone induce people to^ incur 
such expenditure. Neither private sowcars nor joint-stock biuiks 
will venture to advance capital to sink wells or to use manures, 
and throw dams across streams, unless the ryots to whom these 
advances are to be made possess full proprietary rights over their 
lands. If the land banks have sxicceeded in other countries so 

34 A Prote&t and a Warning againat the New Departure m the liand 
AeBesainent l*olicy.” 8 , J., April, 38^4. 

35 md. 
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well, most of this success must be undoubtedly laid to the credit 
of the fact that the peasants in those countries are not tenants of 
the State, but own the land they cultivate in absolute right. 

Se(!ondly, under the permanent settlement the land will pass 
into the hands of those who will bo fit to put it to right and proper 
use. The existing policy is hopelessly struggling “to keep up a 
poverty-stricken peasantry in possession of the soil and divorce 
the natural union of cajiital and land/’^"^ When this policy yields 
place to the new dispensation “the thrifty ryot will maintain his 
own place, and will extend his operations and rise to a better posi- 
tion. The indifferent and lazy ryot will make way for better peojde 
who will take his place with great advantage to the general inter- 
est,’’ and “in course of time the prudent and thrifty classes will 
succec^d to the ownership of land and a class oi landlords"^^ will 
spring up all over the country, whose interest it will be to make 
the most of the resources of the soil and of the great i)ublic works 
constructed by (loverfimei^i. At present the enormous expendi- 
ture of (>ov eminent on railway and irrigation works is all but 
thrown away on ac*count of the all-pervading jioverty of the so- 
c'alled ])ejisant pioprietors.”*’^^ 


Laud Lnw Rciorrns and Agricultural Banks,’ 8. October, J881. 
n7 Ihid. 

38 llanade considcrfi the prenence of such a class side by side with yietty 
farmers as essentjal for tlie ability of the c‘ountry. Vide — “ If this country sadly 
wants a proud and independent yeomanry as the backbone of its strength and 
prosperity it no less equally needs the leading and light of propertied men. A 
complete divorce from land of those who cultivate it is a national evil, and no 
less an evil is it to find one dead level of small farmers all over the land. High 
and petty farming, with an upper ten thousand of the holders of large landed 
estates, and a vast mass of peasant farmers, this mixed constitution of rural 
society is necessary to secure the stability and progress of the country.” Prussian 
Land I/egislation and the Bengal Tenancy Bill, p. 809. 


3© ” The Agrarian Problem and Its Solution,” S, J., July, 1679. 
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Thirdly, under the new order of the ])ea8ants will have 

no reason to complain which they have under the present circimi- 
siances about the burdensomeness of the land tax when prices are 
low, for if the prices fall, the assessment in money will fall also 
and thus will not press very hard on the ryots. 


Raiiade sees two objections that niij^ht l)o ur^ed against his 
proposal. The first is that \inder it there will be fear of the Goverii- 
nuMit experiencing a scarcity of revenue owing to its losing its 
hold on all ])rospectivo revenues or on what is called the un- 
earned increment. But he argues that the objection is not valid, 
foi* ‘‘ Ibo (lovernmeut will not have to forego the smallest fraction 
oi their just ( hums. If on account of general ])rosperiiy there is 
a rise of i>nces the money commutation of its grain assessment will 
also rise in the same juo portion, and tbxis compensate the leveniie 
tor increased demand of exiamditure.’’ The Government will be 
moreover ‘^free to levy special rates for facilities of irrigation 
actually supplied by it at ])ublic expense. 

lie also points out: — 

“ The unearned increment theory is one of those hobhios which 
have Ihhui ridden to death in this country, involving the Gov(»rii- 
ment and the^ l)e(>i)le in common confusion and ruin. We do not 
see, however, why there should he any loss of unearned increment. 
On tile other hand, we firmly believe that with the (wer-increasing 
poverty of the agricultural classes there is little scope left for the 
unearned increment. The present revenue i)oli(*y effectively dimi- 
nishes the 8Tir])lus of j)roduction by rendering impossible all im- 
provements in land. Moreover, there can be no doubt that with 


40 “ Land Law Reforms and Agricultural Banks.” Ihid.^ October, 1881. 

41 Ibid. Also Proposed Reform in the Resettlement of Land Assessment, 
S- if., January, 1884; and, A Protest and a Warning against the New Dcparitire 
m the Lund Assessment Policy. 8 , J., April, 1884. 
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the extension of the permanent settlement, the increment, earned 
or Tuiearned, will be so ^?imt that the direct and indirect taxes will 
yield a sure and certain increased income from all sources, which 
will go to make up more than all the deficiency arising from the loss 
of this unearned increnient/’'^^^ 

The other objection is that the Indian peasant has been and 
is so thriftless, unenterprising, and ignorant that no measures that 
Governinent can adopt can ever better his condition. Banade’s 
answer to this objociion was as fcdlows : — 

Gur reply to this ( harge is that the French peasant vras not 
always the abstemious and prudent citizen that he now is; there 
was a time when Arthur Young mourned over the condition of the 
agricultural classes of France. The magic of property and of fr(?t* 
institutions has worked all this wonderful change. The degrada- 
tion from whi(*h the llussian i)easant has been freed by a national 
government can scarcely be said to be realized in the case of the 
Indian pexisants. The Imperial Government there vetitured in a 
sj)irit of statesmanship and philanthropy to redeem its serfs, and 
make them free men regardless of cost. The powder of the sowcar 
and of the State landlord in this country cannot be compared in 
the ccmtiuuity and intensity of its abuse, for one moment, with the 
tyranny of the nobility of Kussia. The depression, however, such 
as it is, in this country is real, and is becoming worse every day. 
Let the Stiite interfere not merely with a minimum piecemeal dose 
of judicial reform, but by the whole dispensation of a large admi- 
nistrative relief. If it subsidizes or guarantees private banks 
against risk during the first few experimental years, and enables 
them to rid the peasantry of their ancestral debts, and if at the 
same time it allows the land revenue to be redeemed or permanent- 
ly settled at a moderate figure once for all, it will provide an ample 
fund for agricultural relief imi)rovemeut without the necessity of 
boiTowing a single rupee of fresh loans. The ryot once emancipated, 

42"^ The AKrariau Prohkm and Its Bolulion,*’ 
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and set oil hiw feet, and inspired with a aense that the land is as ab- 
solutely his as his home or clothes, there need never be any appre- 
hensicjii of his running into debt again and not practising thrift. The 
awakening of two hundred millions of the earth’s most gifted races 
will be a triumph of beneficent (jovernment by the side of which 
the Abolition of Slavery in 1833 in England, or the Slave Emancij a- 
tion War in America of 18(10, and the contemporaneous Serf-eman- 
cipation of Russia will be but child’s play.”'*^ 

Tn connection with the question of the extension of permanent 
settlement in India it may he noted that Raiuule never gave cre- 
deneo to the theory that the State was the universal landlord in 
India and that its laud revenue was a rent and not a tax. “ We 
hav(3 always maintained .... that the State has no proprietary 
rights in cultivated or waste lands, and that its interest is con- 
fined to a (‘laim for a share of the jiroduce, which may bo more or 
less onerous, but is not of the nature of a monopoly ot dill'erential 
ront.”'^'^ And he 8up})orts this view of his by citing the authority of 
the ancient law-givers, the Court of Directors, the Secretary of 
State and judicial decisions without number. 

Side by side the adoption of the measures that have been enu- 
meiatc^cl in the foregoing images Kanade thought that tliero were 
scane others aLso the promulgation of which was absolutely nc’c es- 


“ Emancipatum of Serfs in Bussia,” pp. ‘i75-76. 

44 He says that this theory is of Muhammadan origin and has no application 
to the Deccan for the Muhammadan Daw did not prevail there under the 
Marhattas. It originated when the tarniing of land revenue came in the later 
pc^riod of Muhammadan rule. 

45 “ A Protest and a Warning against the New Departure in the Land 
Assessment Policy/* April, 1B84. 

See Ihid.i also “ Proposed Retirms in the Bc-settlement of Land Assess* 
ment,** January, 
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8ary if the Utopian plenty and prosperity foreshadowed^^ was to 
“leave, the dreamland of vain wishes and become an objective 
reality. “^6 These he lunned as: the spread of edncatio'n, liberal 
and technical; the diminution of taxes that press heavily upon the 
lalK)uring classes, of tlie extravagant cost of the Ooverninent and 
of the ever-exi)auding Home Charges; foresight in forest conser- 
vancy, etq. 


V 

Coverninent Help and Self-Help. 

In the economic regime ihat liunatle was anxious to sc'c intro- 
duced in India., ajul from which he expected great results, (iovern- 
meiit was required to ])lay a very ])roniinont part. Indeed, with- 
out the Government playing that part the regime was difliciilt, if 
not impossible, to be installed and made a success. The (iovorn< 
merit was required to help the industrial regeneration of tlio 
country in every possible ^iay. It was required to pioneer new 
industries, to encourage private effort by loan advances, and 
guarantee of miinmum interest and by lending its guidani e and 
su])ervisioii, to build up “ national, and not merely State credit, 
to forw^ard schemes of emigration and colonization, to withdraw 
from its position as universal landlord ami bestow full jiroprietary 
rights on the ryot, and to utilize indigenous resources and organize 
them “in a way to produce in India in State factories all products 
of skill w^hich the State departments require in the way of stores. 
But the Government hesitated to undertake all these duties because 
the rulers had been fed on tbe economics of the Ricardian School. 
That economics was based on certain simple assumptions which 
are absolute in character and universal in application and the be- 


'40 Mr. Wedderburn and His Critics on a Permanent Settlement for tii3 
Deccan,’* B. January, 1881. 

47 Indian Political Economy,” pp, 86-36. 
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all and end-all of which is laissez faire or let alone. It was the tear 
of olfeuding agaiiiBt this maxim of laissez faire that stood between 
the (Jovernment and the adoption of scheme® of e(*onoinic uplift of 
the country. Hanade, however, sh(nvs'*^ that the assumptiotn of 
orthodox political economy are “literally true of no existing com- 
munity,’’ of not “even the most advanced societies,” and that 
“ in societies like our own they are chiefly conspicuous by their 
absence.” lie says; — 

“ With us an average individual man is, to a large extent, the 
very antij)odes of the economical man. The family and the caste 
are more i)owerful than the individual in determining his position 
in life. Self-interest in the shape of the desire of wealth is not 
absent, but it is not the only n(-r principal motor. The pursuit 
of wealth is not the only ideal aimed at. There is neither the 
dosir<‘ nor the aptitude for free and unlimited (ompetition oxceiit 
within certain jiredetermined groves or groups. Custom and State 
regulation are far more powerful than competition, and status more 
decisive in its influence than (on tract. Neither capital nor labour 
is mobile, and enterprising and intelligent enough to shift from 
place to place. Wages and profits are fixed, and not elastic and 
responsive to t!hange of circumstances. Population follows its 
own law^, being cut down by disease and famine, w’^hile production 
is almost stationary, the bumper harvests of one year being needed 
to provide against the uncertainties of alternate bad seasons. In 
a society so constituted the tendencies assumed as axiomatic, are 
not only imperative, but are actually deflected from their proper 
direction. You might as well talk of the tendency of mountains 
to be washed away into the sea, or of the valleys to fill up, or 
the sun to get cold, as reasons for our practical conduct within a 
measurable distance of time.”'*^ 


-'‘ft “ Indian Volitical Ficorioiny,^ pp. 1 — 42. 
49 ibid. » pp. 10-11 and 20-24. 
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IJe then gives a, brief narrative of the growth of econoinic 
science with a view to showing that in all countries not excepting 
England, the land of its birth and highest develoi)ment, the claims 
of political economy, as (ordinarily taught in the text-books, have 
been seriously (pieslioned, and its value as a guide to practical 
conduct greatly discounted. He arrives at the following con- 
clusion : — 

“Modern thought is veering to the conclusion that the indivi- 
dual and his interests are not the centre round w^hich the theory 
should revolve, that the true centre is the body politic of which 
that individual is a member, and that collective defence and well- 
being, social education and discipline, and the duties, and not 
merely the interests, of men, must be taken into account, if the 
theory is n(;t to be merely Utopian. The method to ))e followed is 
not the deductive but the historical method, w^hich takes account 
of the past in its forecast of the hiture; and relativity, and not 
absoluieness, eharacterizes the conclusions of econc^mical science/^*^^ 

He puts the same conclusion in slightly different words; — 

“ The nature of the subject itself, as a branch of social science, 
w^hich is best studied historically and not deductively, the actual 
practice of the most civilized nations, and the history of the growth 
of the theory, alike establish the doctrine of relativity, and the 
predominant claim of coll(K‘tive welfare over individual interests, 
as the principal features in w^hich the highest minds of the present 
day chiefly differ from the economical writers of the old school, 
with their a pnori coiKdiisioiis based on individual self-interest and 
unrestricted competition . * ’ ^>2 

The i*epercussi(«i of this broader view of pditiral economy 
which has come to be held has been, Banade tells us, that there 


“ Indian l^olitical Economy,” p. 12. 
61 /Mm pp. 22-23. 

6»/Mm p, 23, 
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has set in in Europe, as also in Kiif^laiid, a deeidetl reac tion against 
the system of laissez-fairc and functions are assigned to Oovern- 
inents and discharged by them which formerly were regarde^l as 
being altogether outside their j)r()vince. He says: — 

“ Speaking roughly, the prcivince of State inteiiere-ncc' and 
c(3ntrol is practically J)cing (extended so as to restore the good points 
of th(3 inejcantile system without its a})surdities. The State is 
now more and more rec'ognizc'd as ihe national organ for taking 
care of national needs in all matters in which individual and co- 
operative otVers arc‘ not likely to be so eftective and economic as 
na tional effort . ’ * 

Having shown that the doctiines of the orthodox schcK)l of 
economists have been dislodged from their position and that their 
place has been occuj^ied by a broader view of economic science, 
and that in ev(»ry country prac-tic'c is ( < uforniing to this brcxidor 
view, Ranade argues that those docdrines should no Icmger be 
allow(‘d to obstruct the path of (Government in India to the ])roiniil- 
gation of the* ineasures of economic reform which he proposed and 
which he thought would altogether (‘hange the complexion of 
things here. In tact, the (Government had, he sa d, already accept- 
ed the princi])le of State aid in pioneering such industries, as tea, 
cinchona, coffee, and tobacco, in building and guarante(»ing rail- 
ways and irrigrjtion works and in making tuqdn advances to the 
agriciilturistKS. What was now re(iinred was that it should go one 
better — ^that is, undertake and c(jnplete in other fields the work 
it had started in a few. India greatly stood in need of (Govern- 
ment aid, and the (lovernnient was in a ])osition to render that 
aid. India w’^as sjnritless, rc sourceless, without credit end ])Overty- 
stricken. The (Government had enterprise, < apital, t redit and 
organization at its command. lx>t it utilize all these resources to 


S3 “Indian I’olitical 'Economy,” p. 34. 

P. 10 
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help India solve the difficulties in which she was placed and take 
its rightful place in the economic comity of nations. 


Although Ranade set much store by (iovemmeni aid to remove 
the economic troubles of India, yet i1 must be noted that he never 
thought that that aid alone was going to solve the problem for the 
country. Government help, he made (dear, would not be of much 
avail if the people did not also help themselves. He said: — 

“After all (Government help can do but little. . . We have to 
resolve to work eamestly and perseveiingly with a purpose and 
organissation which will conquer all obstaides. The evil is Uh) 
great, and of too long a standing, to be })rought under control by 
private individual etforts. We have to work with a will, to pull 
long, and piill all, to pull till we suceecMl.’^'*'* 

And again — 

“ State help is after all a sulM>rdinate lacdor in the problem. 
Our own exertion and our^own resolutions must (‘oiupier the diffi- 
culties, which are chiefly of our own creation. 

VI 

Critical Estimate. 

Ranade’s approach to the problem of Indian jmverty was qtiite 
binmd in conception and thorough in detail. He gave a full analysis 
of the causes of the (;(,untrv’s impoverishment although it was not 
as full as that which is come across after the study and interpreta- 
tipti of e<!onomic phenomena passed into the domain of University 
teachers and specialists. Even so, the analysis these arrive at differs 
from his in detail and minor points only, the general outlines 
and fundamental causes remaining the same. For example, cer- 
tain factors are named besides those that he mentioned that were 
hJ«o respon/sible for the decadence of Indian indigenous industries — 
factors like the enactment of laws in England in 1700 and 1720 — 

■Ik* SodtlBtriikl Conference, p. 304. 

65H><d„ p.,307. 
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that, altogether prohibitcnl the? import and use of (ortaiii articles of 
Indiaii-make in that country, the wars of the French Revolution 
and Napoleonic regime that cut short the demand of Kuropean 
countries for IndiajL ju’oducts by reducing the purchasing power 
of their nationals, and the rise of the factory industry in India. 
In the same way the rt'asons that lead to the agriculturists running 
into ajid remaining in debt are explained as being many more^ 
than merely the machiiiations of the scAvear and the land revenue 
policy of the (lovornn)ent which Ranade pointed out. Jhit all 
those details and miiior ]H)ints are not so important as those enu- 
merated by Ranade, an*l then it has to be borne in mind that he 
was concerned only with fundamentals and not with details. 


With regard to the cun'fj suggesti'd by Ranade for the eco- 
nomic malady of India they hang on the ])egvS of the causes he 
gave. Fault might be found with some of them when they are 
regarded in isolation and not forming an ins(‘j)arab]e part of the 
whole. It might, fur iustaiice, be said that his scheme of a per- 
manent settlement on a grain basis would not do aw'uy with the 
troubles of the peasantry although it would certainly put an end 
to the uncertainty of the present land impost and give security to 
the cultivators, unless it is accompanied by a radical change in the 
habits of the people which a sjiread of education alone am bring 
about. But Ranade tlunight that his proposal, if accepte<l and 
imt into operation, would sooner or later bring about the desired 
change in the mentality and ways of the cultivators, and he certain- 
ly wanted his proposal to be given effect to along with other things 

56 TheHO are : (1) PrcHHuro of population on the )and ; (2) absence of subsidiary 
indnstries; (8) sub-division and frai^nientation (»f holdings; (4) insecurity of the 
harvests; (5) loss of cattle due to famine and disease; (0) love of litigation of the 
(7) his improvidence and extravagance; (B) his ill-health; and (9) the 
cliange in his economic position. For an explanation of these and others see 
Beri and Jathar^s Indim Bconomm, pp. 283 — 269. 
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molro particularly u truiuiiig in the three K.'«. It might further 
be said that the same proposal of a })ermanent settlement, although 
it was very satisfactory in so far as the peasantry was concerned, 
would work all right from the point of view of the State only vso 
long as ])rices remained high (»r did not fall. Under low prices 
the Government wciiild necessarily experience a scarcity of revenue. 
But this i)oin1 will be found to lose much of its force when it is 
pointed out that ui\der those circumstances, even under the exist- 
ing system, the (jovernment are obliged to resort to siispensions 
and remissions of revenue which in effect, imply a reduceil revenue 
for the (lovernment. Also the scarcity of revenue that (fovernment 
experiences is due not to the fact lhat its receipts are low, but 
that its expenditure is high. And Itanade desired that the expen- 
diture sh(;uld be cut down and brought within reasonable limits 
and that has been one of the demands of Indians since the dawn 
of political (disciousness in the country. 


It was a pity that Ranade died before the Government of India 
Resolution on its land revenue policy was liberated from the Press 
and the C5o-openitive SocieiipvS Act of 19()4 was passed. The former 
did not Concede what Ranade and other Indians wanted in regard 
to the land policy of the Government, but it gave a definiteness 
to that laud policy, exempted or allowed for iiuprovements in 
fixing the land tax and freed prospective assets from the levyS*?— 


57 In reference sjiecially to the Boaibay Presidency with which Banade was 
more parfck*uiarly concerned we may quote James KeHock's remarks ou land 
revenue refonns the Bombay Ciovernnient introduced m 1884 . “ The Bombay 
Government never exactly adopted the land ymlicy which Ranade so vigorously 
urged, but in 1884 it decided to take steps to reform the assessftient laws, and 
fbe lines along w^hich it proceeded was to introduce a largo element of permanency. 
The ctosific 4 i-tions of soil that had been evolved were accepted as fixed once for 
all ; n(^ enhancement of tax was to be made on account of unprovemenis made 
by the bolder changes oC assessment weire to be made only on consideration of 

A*, ‘ 
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«omo of tlie refoniiH the absence of which was as he explained a 
cause of harassenient to the ryot. The Co-oj)eralive Societies Act 
was of those measnres the necessity of introducing which Kanade 
always impressed upon the Uovernment. In so far as co-operation 
is coiu‘erned, his hopes as to what it would do for rural India 
have, to a very large extent, been fulfilled. 


Itanade did not live also to sov the stej^s that the Oovernment 
has tak(‘n to help the <level(jpnieni of industries in India — both 
rural and urban — by the establishment of l}e])artment of Industries 
under the cejitral as well as the Provincial (iovernmei\ts. Those 
steps are wliut he wanted should 1 k' taken. Also there have come 
differential taritfs which Hanade although he must have wanted 
them did not even think of suggesting for he regarded them as 
“impracticable ideals” being “heresies according to Knglish 
political economy. 


llanade's bent of mind was thoroughly historieal. lie could 
not stand doctrinaire views that did not lake into accouiii <letails 
and h.cal conditions. lie believed in the law of relativity and 
( orrospondence and preached the same.^-* lie declared that “ our 
growth could only be in strict correspondence to our aptitudes and 
surroundings, atul that we shotild be on our guard against preeipi- 
tati<m and hothouse culture, which can never lead to permanently 
beneficial results.”^ This being his view, and a right view it was, 

such things as rise or fall in the general level of prices, benefit accruing from 
the building of -railways and similar public works; and limit s to the possible 
enhancement at any one time were set.” P. 43, Mahatho Gomnd Hanade. 

tiS Industrial Conference, p. 302. 

JiDHis lecture on “ Political Economy ” is an exposition of this law. 

60 ” Indian Political Economy/’ p. 1. 
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he turned, .in the absence ot the history of his own country afford- 
ing him any gxiidance for acdion,- to the history of other countries 
where the conditions were i)ja( tically the snme as here, to find out 
what had been atteui})ted there to meet identical situations so 
tliiit the same filings might he engrafted on the Indian soil. Kussia, 
Prussia, France, and Netherlands India afforded him the light he 
needed, and he explained this in his articles on the ^‘Emancipation 
of Serfs in Russia,” “ Prussian I^nd Ix‘gislatit«n and Agricultural 
Reforms” and ‘'Netherlands India and the Culture System.” 


The service that Ranade rendered to the cause of politic^al 
economy in India coiisisls in this. Firstly, he coined the phrase 
“ Indian political economy” and explained what it should connote. 
This was a unique service. Secondly, he gave a much more 
reasonahle view of the “drain” than was current at the time or 
for some time 1o come. Thirdly, he took an unbiased view of 
the public works policy of the Government and of the advantages 
and disadvantages of railways and roads. And, lastly, he advocat- 
ed the import and utilization of foreign skill and machinery even 
when opinion in certain (piarters at any rate resented it. In short, 
his servi(*e may he said to lie in his having raised Indian economic 
problems above jHilitical c(iiisiderali(ms and having imported reason 
instead of bias into their discussion. 
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J. S. PoNNiAH, M.A., Dip. (Econ.), 

American College, Madura 

The observations iworded in this article are based upon niy 
investigations in the three southern distrusts of Mmlura, Raiunad 
and Tinnevelly. Nevertheless they should be capable of ap})lica- 
tion to the (*otton markets throuj?hout the Presidency. A vstudy 
of the organisation of markets in all its as])ects is becoming im- 
perative in this province and elsewhere, since on the iiroper working 
of it depends the ])rosi)erity .of the ryots and the improvement 
of the quality of the jiroduct, which is their money (toj) ])ar 
excellence. 

tTust over a hundred years ago — in 1831 — was the first ship- 
ment of cotton made from the port of Tuticorin, by one Mr. 
droves, a merchant of Iiverp<)ol, then doing business in Ceylon. 
He came acrowss to Tuticorin, bought 200 bales of cotton from an 
English merchant at Palamcottah and exported them to T^ancashire. 
The transaction was a great success financuUly. The very next 
year a cotton gin and j>ress were set up at Tuticorin and a busy 
trade in raw cotton began. 
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Much intereMsiiriig informaiion is available reganjiug the cha- 
racter of ‘Cotton trade at this time. European merchants were 
busy at the c<dlecting and j»ressing of cotton throughout the 
Tiunevtdly iJistrict, then the only cotton- growing area in this 
region. Tht» cotton that they collectetl was the hand-ginned cotton 
in every cottage or in the factories of tli(3* Modimval English type, 
owned and w(»rked hy cai)italists. 8ince the ]>rices were attiactive, 
such capitalistic inerchants entered into forward coutiacts with 
the European exporters and were supplying cotton in rcHjiiired 
quantities. Even fifty years ago Tutioorin is said to have absorbed 
fifty to seventy thousand bales. In 1932-33 the figure was only 
112,321) bales. 

Eor the past hundred years Tutioorin has been, and is still, 
an imiMirtant market for ginned cotton. But in recent years she 
is dealing in power-ginned cotton only, hand-ginning having ( tau- 
pletely disappeared. From 191K) oiiAvards ginneries have been es- 
tablished in all the important cotton-growing villages ami cotton 
is being sent therefrom by rail or bullock ( arts to Tuticorin, The 
bu^>'ing firms get the bulk of the cotton hy forward contracts from 
the iuitiv(i( merchants. 

Bealings in ginned cotton are compaTatively riskier, and in- 
volve large capital lesounes and much tedinical knowledge, and 
hence tlu’ whole trade of Tuticorin is in the hands of about a 
doisen merchants. Another important reason for this peculiarity 
is that these merchants own their ginneries in the interior and are 
therefore able to c(Jitrol the supply of laippan. The big exporting 
firms do not encourage the small dealers whose ways and methods 
are not quite satisfactory. I'he cotton merchants have started 
recently an Association to look after their interests, but there is 
not yet anything iniportant to record. 

Whereas the market for cotton is so well organised, that for 
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kappas is on a difVoreni looting. Tutieorin has not developed to 
any eonsiderahle exteiit the trade in and it is thereto! e 

not siiriiriHiijg' that there is not a large market i)ln('e lor Ixapjjds 
as in certain other (cntres. The carts that airive there stajid 
on cillnn' side (d the road and transactions take place at any part 
ot the day. 

In (oriain respects th(‘ htppas market ot Tutieorin resembles 
seveial other small markets to he tonnd in the interior. One com- 
mon feature’ to all of them is the absence ot a fixed market place. 
Transactions take ])lace now in front of the commission shop, now 
on the roadside, mjw before a ginueiy and at no fixcMl lioiirs ot the 
day, too. The disadvantage is that it does not Ining all tlie buyers 
and all the sellers together so as to (uisure the gieatest amount ot 
frcM^ comjietitioic It does not allow the dissemination of maiket 
inf(;rmaiion as w idel\ as pc^ssible. It does not staiidardivse 
trade* imdliods and inactices and remove the lauses for frauds and 
maljiractices. Hut these defects should not be exaggei’ated as 
they are riot (‘ommo!i to all the markets of this type. At the same 
time it should be pointed <»ut that unless the volume of transactions 
is on a, large scale the* provision of good market place is not feasible 
exeejit at public cost. 

To the above category belongs also certain other kinds ot 
htppfis markets, but whicli, in reality, are only adjuncts to the 
ginneries. As lias been jjointed out before, ginneries liaAC s])rung 
up even in large village' centre.-;. And they have been responsible 
for absorbing tbe increased vohime of cotton and have to a great 
extent even adveu'sely affected the well-established larger factories 
in the bigger tow^ns and wliole«ale markets. These ginneries have 
enabled the larger ryots to gin their own cotton in their own 
villages, store it uj) and sell the lint at very favourable prices. 
Ginning cdiarges also have been brought dowm very low, since 
village labour is emjdoyed at low wmgevS. The price of lint has. 
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been itiereiised uiid Uuii of seeds lo\\ered en iiecunut of the savings 
in the e<is1 of trans]>ort to the oider and the* more disiani ginneries. 
On the whoh^ from the joint ol tlie marketing (harges there has 
lieen a diNtim l gain to the ryot. 

Ibil niitort nnately tla'se gmneiies where lidjtpfis is brought and 
sold have tmihlalcal tin* miiltijilieat ion ot nicrehants and have 
given list^ t(» \m\ senums | roblcuns legaiding the ijuality ot cotton, 
Tliest Miial] nieK'lianis, with \eiy experience and iindoulded- 

Iv without adtMjnale caj.ital lesouices, do not eairy large stocks in 
even running lots so as to enable a spinner or his agent to pin*- 
rhasi* .t laige (jiianldy <d a H\ed gra<le and sta]d(‘. Kiirtln'rmorc*, 
many of iliem mix cotton ot all grade's ami siaj)l(*s, sometimes 
ignoiantlv and s(,mc‘times intent jonall\ wliudi liase very s(*rious 
<'ons(*qu< ii< es on iht* (jualdy of lint and llu' seed used for growing 
llie ni'xl (‘ro]». I'lili'ss tlM's(‘ ginneiit's arf* owned and 
contioll(‘(l h\ th(‘ Spinners oi tin* large wholesale cotton merchants 
tht're is \(*iy litllt < hance lor the ijiiality ot cotton to 
im]>rov<*. 

In this Muinexion it is intcK'sting to note* what ttussia is 
doing to pi(vent the detenoiation ot the qualily of her cotton. 
“Idle l.ngi* number ot small hadl> “e(jui|»ped gins whi(‘h existed 
beloie tin* \\ ai has Ix-cn replaced tiv u smaller niimher of large 
uj»~IO“dat(‘ plant** with a <*ombin('d ca’nn'ity (d more than 
tour timc'j that ot the |»i<*-\Aar giiii All the gins are e(jni])p(»d 

w ith tin* iin»st imnhu'n mai hinery 4ind juessed. Whether we 
shoiihl ildlow this i'xaniph* (U’ imt is a serious jiroblem of the 
tditure. 

^Jow we may takt* the ease of a few organised wholesale mar- 
kets for a close dmly to .see in what icsjieeis they are functioning 
properly and in what they need improvcmient. In all the three 
districts iher<' are < nl> two sin h wholesale markets^ one at 
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Viruduimfi»'ar {HkI aiiolher a1 Sutiur, ImMIi m llu* ICaintiud lijsirict, 
ainl. ill Uie (/Id coltdii lioll }U(*du(‘in*»’ slandard iioj) called 
Tiiuu‘V(dlies, 

111 ea(‘h thore is a sj'aciuus market |dace will) .-tron^' ron)])oinid 
walls on all the fmir sides, e(ms1ru(d(Ml at a »reai cost. I'here arO' 
adeijuaie stora^'e and ^odevvii taeililies. 'Flit* mailed aalhorities 
have juovided all the* i e(juir<*men1s inside the maiktd (*a i t-.^laiids. 
sIkmIs, flriiikiii^-watei (or men and tattle and wtMolnni^' mstrumeuts. 
'rraiisat ti(>ns tak(* place oiilv at ^<al(‘d hours ami (here is a lar^^e 
<‘orH‘ouvso of liu>ei'K and tdlers. Mom\v is f aitl jutuiiptls . PrlcCvS 
J'ult'' hi^h(‘r ow to k<en comj t t it n.n. l*i lie n(‘w s se]\it(» is also 
etiicient. All coni] laints in t i (* marked art' (‘mjnirt'tl into 
and setlhd w'lthoul tin* least delay and inconvenitun e to 
tin* [larties. 

It is, Iheieltie, not nnrt'asonable that fht' ^tdleis shonltl ht' 
asketl to ]ai\ tor the advantages dtuived in sindi an orj^anised 
market, in the shape ot lolls, carl>tet*s, luoker’s ctjmnnssit>n, t'lt. — 
all annaintin.ijj to nearly He. I-vS-tl tor t ach cart-load t>f cotton. It 
is nearly douhle of what olita iis in the vsnialler markets descriht'd 
in the previous sections. The higher tales charat'd havt' hetm one 
of the eaiises for the establishment of smaller markets in lh(» interior 
ol the cotton-^' rowing' villages. 

It ^‘oes without ''Uyin^- that such larf»‘e organised markets ran 
exist only whmi there are lar^e ;Liiimin^ I'aetoiies and Imyin^’ firms. 
For instance at Virudiuia^ar theue are lour buying* linns, Avith an 
annual oft'-take of 30,0()0 hales. Here the bija jior met chants are 
able to ofter higdier ])ri(es for since the\ can store if and 

sell when the maike-t improves. (Litton of any grade in oven 
naming lots ean he bought here in any quantity. It is no exag- 
geration to say that these markets function as etticiently, if not 
more, as any of the so-^calltMl legulatcxl markets and the Managing 
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Coiwiuitiee an well as the (\)tion Merchants’ Association are ad- 
nunisterinf? the market without <*reatiiig any of the difficailties 
which we are likely <o j^et when (Jovernmeiit-controlled agencies 
take their ])la(e under the je^is of the Marketing* Act. There are 
grounds for a])i)reheusiou that any niisguided attempt to bring 
these marketvs umler the scope of the ])resent legislation would be 
a positive danger. 

Ilut is everything well with these markets? One ciiticism or 
ai’Cii^atioji that has been directed against these markets is that 
they aie levying a small toll in the shape of “ sanijde cc tton ” from 
each cart that enters the com])ound (one or two lbs. of kappaa ])er 
(*art-load) and the })rooeeds which amount to sevoial luindreds of 
rupees in a year are devoted entirely f(-r the use of the irartictilav 
community that owns and manages the market. There is truth in 
the criticism, and even ihotigh the ]n‘occeds in both tlio markets 
are utilised for the su])port of two high s(‘hools, where no distinc- 
tions of caste or cu'ed are obseived, one cannot hut admit that 
there is a tinge of ('ouimimalism in the administration of the 
market. lUit there is aiudher aspect to the (|ueslion. Are not the 
]uoceeds of the market to he considered simply as legitimate 
])rofits for the investment of capital and the earnings of manage- 
ment ? Further, there is uhsolutely nothing in the nature id a 
mono] 'oli Stic control of the cotton market. In both tliise places 
each of the two predominant castes have sejmrate and lival markets 
of their own. Sometimes even aggrieved individuals, too, are trying 
to set up independent markets in addition to the existing 
ones. 

Just a word of caution. If these two particular eases are con- 
sidered it would be wdser to allow these markets to exist un- 
hampered by the present legislation and intervention will be justi- 
fiable only at the express desire of the market authorities and not 
on account of any outdoor pressure exerted by interested political 
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or coiofuunal f)iuties; and oven ilien only one of' Ihoiti should ho 
oxi)orinieni(Ml upon, instead of suj)pressing one and reorganising 
the tdher only as tlie regulated iifarket. 

Now to the last (\])e of tin market — the \illage itsell. Om 
ryots aie all small holders and it- is tliffimlf to obtain i'roin the 
great majority ol them cotton ot uniform grade and staple in even 
running h»ts in any large ([iiantities. The ^ery large number <»f 
tin* villag<’ buyers make a huge muddle of tin* aMair by snatching 
small ([uantities fiom each ot the lyots and mixing the cotton 
hopelessly. This “ hog-iound method ol‘ ]mr(*hasing ('ottoii — as 
the Annuicans term it — has h(*en the j rimarv ( ause tor the d(*teri- 
oration (i tin' ((uality of cotton in the W S. A. C'o-operat iv(‘ 
marketing ami the ]n‘(.| aganda in favonr of “ community -i of ion 
glowing are to seme e*\tent removing the evils of buying “point 
eotton.'’ Ihit in these juris co-o|’eralive marketing is still an 
untried exjierimerit and fin* ehaiiees lor the 1att(*r (levies to be 
adojiied by ()Ur nots an* as i emote as those for any large* scab* 
ad(j])tlon of (In* improveil nu'thods of eailfivation. It is theietore* 
very (*ssential that 'something should be* done to remove the evils 
of the jiresent \illag(‘ markef. Hut it is here (hat, legislation has 
the least eluiuee (»f suceess. 


'riiere* are two other evil praetiees t tin's are m)n-e\ist(*ni in the 
Hnited States of America) whiedi ae'centiiate the dillicultie^s of the 
village mai'ket. The praetiee of ]>ayiiig wages for jueking eolfon 
in kind is almost universal in this Proviine. The (juantity of 
k(fp/}afi which each woman or e hild picker obtains is very small, but 
wben the jiiekings from several fields and at several |*ei'iods 
are stored and sold to the village buyer the same trouble of mixing 
is created. The seeejiid evil yiractice which leads to the same* re'sult 
is the bartering of cotton for groc’ery and sundries at the village 
retail shop, Kapitths (*clh»cted by the retailer in this way in small 
driblets has a very bad reputation for rjuaJitv ainl grades and sells 
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at astonishiiij^ly low Tho lutst nijuilous small merrhaiits 

weloojut ibis siutT i(.r tho purjxme of mixing'. One need not en- 
large on the conseciiienc'es of iliO'e two evils on the 
iinprovenn nt of Indian (‘oiion. The lemedy lies entirely in the 
luuids ot lb(‘ Spinners. If they wonbl pay a g(K)d j reminrn for 
guuh' and sia[)le a?id discourage ihe mixed siiilT by a sharp disooiint 
ihen is ever\ ( baine ior ibe farmer and Ibe trader to be bem^fited. 



AMERICA’S AHANDONMENT OF THE COED 
STANDARD AND ITS STCNIFTCAN(^E 

UY 

Dll. B. liAMOIIAKDKA RaI!, 

(ahttHu ruirrrsity 

The Reasons for the Reimposition of the Embargo on Cold Exports. 

The ion (i) oi \\w oiiihiu’^o (>d ^oid cxjioits on A])i‘il 

Hdli. Ihc sdsjH'iENion j^old ]Di>nMii<s ijojiinst ciedil insti iimiMits, 
or “ »‘old r<‘|)resfnilati\ (‘s ” luid tlu» abro^al ion oi ^ 4 <>ld clause 
iroiH AHH‘ri< a’s <l<d)t contnuds luive in t heeu undeistood aii^lit. 

ih(' iiiaiiHial hods ahout tli(' working’, weaknesses, 

uihI d(de<ds (1 IJk' o<)|d standard an* not imndi in (lis|Mit(* llierc*^ is 
no unannuoHs agreement on an\ altcrnaiivt* slandaid wincli tin* 
sulVering Iminanity ado]>t. (dirrency Insttiriaiis liave traced 

tin* numerous suji'f>estions for ‘‘ sound moin^v sinci» the beoinniiif* 
oi th( nineti'eiiih century.* It is opined that America's alMimlon- 
meut of the ^^old standard es viidiially a sio-niiicant move to lestoie 
a slightly impioviBl <>'old standard mecluinism oiue at.'aiu. Is tins 
explanation, that it is a covert meve to hasten the general restor- 
ation of the ^’old standard, after all tln^ ri^ht oner^ ^^dp\ ilo 
<*ountrievS pit nerally abandon tlie pold standard? Did sneb c(>ndi- 
tions ])revail in Anieii(*a? Tf md, Avhat otlier cmiditions \^ eie 
res[ionsible for this move? (.din slie smceed aftei all in paininp 
htu' diherent motives which actuated her in ahandoninp the pohl 
standard? Is the abandonment of the pold stamlard the best way 
of nvstorinp a revalued pold standard? 

1 On the first day oT President lioosevelt's admnu'^tsiitinn ho had lo elosi^ all 
bankft for Heveral days by Proclamation iasned on MarcJi t, lOMa. On Maivli IMth 
about a60 banks reopened their doors under licen'^e Ttie embargo un p^>ld cxpoits 
still exists. 
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Why shoulit a Country Atiandon the Cold Standard? 

A couiitiy in said to bo on tJio «'obl staiKiarcl whoii tho Oeutral 
Rank, tbo cmlit aiul ciuieiny authority oi the oouiitvy exchaiigCH 
the curremy iiuil oi value tor a tixed weight oi gold. The dollar 
in couvertible into 2‘J giaiiis ot gold when it is ojj the Id 
bawis. Tilt other usual attributes ol the gold standard are the 
ivdeiuplion ol eurreiK-y in gold medal, free coinage, legal tender 
provision^, tree movement ot gold ti; and from the industrial arts, 
tree impoit and export of gold within the mint parity of exchange 
and reserve ratios between gold, currency, and dejuisits/-^ 

Tu juMlorm the farc^e of the gold standard a huge gold reseive 
is usually amassed in the hands (,f the (jential Keserve Rank. So 
long as this leserve is sulHeienthv great the sus])ensi()n ol gold 
payments either tor intirnal ])urjH)ses or external purpose's will 
not take place. When the prohibition on gedd exportation is 
jitissed it takes phn e as a lesull of the te ai that the sli'/ider gold 
stocks will not tiiahh' tin‘ banking mac liinery to run on smooth 
lines. This was the uason ^vlly Kngland went oil the gold stiuulard 
on September 21, IJ.yil.* Sheer inability to pay the t'xternal obli- 
gations in gold and iheliiimg gold reserves hading to a severe 
shock t(j (‘oiifidem-e explain the m/.svy// \rcfrr ot liie vsuspeiision ot 
the gold standard in England. Can tin* self-same reason be the 
('Uiise for America’s abandonment of the gold standard ^ 

MancBUvre baak the Worlil to the Cold Standard. 

Though the initial embargo was a paniek> measure to enable 
the authorities to eiunass gold stocks as against huge hank deposits 
wlu(*li had to be paid to the bank depositors, the recent resuseitu- 

5i See F. W. Hirst, “ Money ” wiiioli a Hunuiiary oi thcae HnggeatioUH. 

U The Financtal New^ oi April ‘21 .sayH : “ England abandoiivxl gold at tUe 

ditch under pr<‘ssure of an enonnouB outflow of oireign I’undH with a heavy( 
adve MO trade halancv mid an v>vervalued currency with Jjttlc nuu'c gold Ui the 
rhai) vslncli wan already pawned for emergency credit and with bank 
r«t^ which waH mined from 2^ to 4.| per cent.” 
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iioii of the gold eiiihnrgo and the ahandoninout of the g'(dd 4andard 
were »iot due to nu re* hanking and fitiaiieial ditheulties. America 
wuH not for(‘ed ( If Uie gold > tandaid by <liiH of jjoverty (»r adverse 
<*ir(*innstances ))ut it was a deliberate move to bring back tlu other 
counOic'S to some inodihed form oi gold standard. '1 he object 
was somehi;W' to mamcuvie the woibl back to the gold stundaid, 
])(‘iha]js at a new |'aril>, so thai the burden of debts miglit not be 
too heavy oi* gn*at. Similarly, gold jmrcluises from the I'ential 
Hanks have be<m abamlcaied with the view of coiiserving gold 
stock. 

Tlu' entir(' gold stcxk in the hands of (he nation was running 
inio the < oiossal hgures of four and a lialf to nve billion dollais — 
aboul half ijf (he world’s stock of gold. Tht.ugh (he figure 
staggeis th(' imagination of (In* leading jmblic still i( must not 
be construed as a sign of ixntltive strength for this gold stock 
when compare'd w’ith the huge outstanding (ddigations of the entire 
banking s\ stem is after all lelatively insignificant. Tlie I’edeial 
Uc'seiwe Hoard bulletin says that the propoition of gold against 
its liabilities is roughly liO- to 79 ]'er rent. ]h\si(b\s there is the 
sate ty valve of reducing gold reserve ] rc.jiortioned under incltunont 
circumstance s. It must not, howi’ver, l^e fca'gc tten that outside 
the Kedmal Heserve Hanking system vvhicdi comprises mily one* 
third of the I’nited States of America hanking structure. Stale 
Hanks, Trust (!ompaui(*s and other hanking companies do exist. The 
credit manufaeturers do not evince a desire t(» keep sin li high 
])ro])c>rtions of gold as do the meinlHws of the Federal Deserve 
Ihiuking niachimiy. Hence even this huge stock of gold s too 
inadeejuate for her hanking meds. This itself leads to the con* 
(dusion that by devaluation alone cun the return to a gold standard 
take place. 

Aiiierioa*$ Creffitor Position. 

In addition to this imposing stet^k of gold the United Stat<*8 
of America has been enjoying a favourable balance in international 

P. U 
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dealingH. No external debt exists on thin Htore. Though, of late, 
she has eeased to expoit capital as in the decade 191() — 192-9, she 
has not been ri inv(\sting interest payments and capital repayments 
back in the Imnds of the debtor (ountries, as JCugland used to do 
in tlie pre-uar days/^ Although the Hitting short-term funds have 
been nienar iiig the Federal Reserve Hanking structure, yet it has 
an imposing amount of toieigu credits in the important money 
markets of the world/' Her l>ank rediscount rate was just reduced 
to three ])er cent before t1)e immediate dedaratiou of the onihargo 
on A])ril 19th. The above line ( t reasoning would convince every 
impartial i^eader of the fact that the actuating necessity to levy 
an embargo was not the mere ] amity of gold stock against its 
short-term liahiliti(\s. Hence tl-e view that she has been forced off 
the gold standard is entiiely c‘non(*ous. Perchance it was a deli- 
berate policy that made her abandon ihe gold standard. As one 
recent writer juits it, “ihe abandonment of the gold slaridard is a 
temporary measure of sc^dirity taken on her own volition rather 
than an entoiced and (^during sejmration.’’ 

Has America Realised the Need for Stable Money? 

If the dcjmrture from the gold stamlard is not <lue to any 
inheieni weakness ol the banking structure as a whtde it must be 
attributed to other ( auses. li ihese dr. jeally account for her 
a('tioii Anieri('a presents an example — ^i)erhaps a very curious (me — 
(jf a strufig creditoj (-ouiitry abandoning the gold standard (hio to 
the realisation ot the fact that “ gi.ld backing is not after all 
absolutely essential for securing currency stability.’^ Were this 

, 4 It IK tile eKtabiished opinion that u! the vast capital luveatuients of Bnglaucl 
these reinvestments have been Tar larger than the ongmal investment of capital, 
ij The Federal Reserve estimateB that the claims of foreigneiB amount to l>ol. 

miUiona while American Hliort term balances amount to J)c>l, 1300 millions : 
jBV^i ihe lopg-term foreign investments ainounUng to Dol. ‘2250 millions at the end 
bl 1031' Oaimot be sold for the stock market prices are ve y low. It would be folly; 
to realise tfham at this period. 
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argunieiH to be believed Ibe ing('nioii8 suggestion that the abaii- 
doniiierit of the gold slandurd was onl> a move io liasten its general 
restoration eannot be beli(;ved. It is indeed true that Prot. Pisher 
has launched forth a ^velUdirected pro] Uganda tor tlie realisation of 
stable money but his coin]di(‘at<*d scheme of a “compensated dollar’* 
has not won universal appiobati(n. The Stable Moimy Association 
itself lias taken u]i the cry and though these reformers succeed in 
jiroving that gold ought to be “ the servant and not the master of 
mankind " they have not envisaged any (dear scheme to jmt an 
end to the monetary muddle. It is clear then that the lay public 
who aie uninitiated in tin* mysteries of currtmty f laft do not gras[) 
the significant truth of tlie currency doidrine \vhie*h says that 
“ gold backing is not after all indispei sabh’ tor currency stability.” 
The economic function of the gold standard is to prote; t economic 
soc iety fi’oni ewe essive short-term fluctuatiens in money . ft is 
these ignorant members of the lay public, the bankers, and those 
economists who incline to the o|iinion that all other currency re- 
forms except that of a managed gold standard are impracticable, 
who uphold the contention that America’s abandonment was a god- 
sent move and would hasten the rcsurrectitui of tlie managed inier- 
national gold standaid. These do opine that th(* “free gold” 
yvould bo redistributed and that the rules of the gold standard 
game would be redrawn in the light of the existing cm umstances. 
Hy honestly (ocjperating with the other gold-using countries, and 
by a systematic carrying (uit of the recommendations drawn up 
by the Gold I?cdegatioii Committee, gold can indeed become the 
monetary standard once again, even it the threatened shortage 
of gold were io materialise. King Gold might indeed become a 
constitutional monarch subject ia some sort <d' supernaticmal 
management arising out of the cooperation of the (Vntral Banks 
of the world. The world would be led back to gold ];arities of 
exchange though in some eases it might be in devalued nuinetary 
units. If world economic conditions facilitate the successful 
working of the gold standard^ it might load to the establishment 
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of Ih^ international nnmetary ineebanism. Tlic-se mi^hl be 

briefly referred to as follows: Fully barked up bankings systenifl 
loaning right up to tlie |)ennitted ratio t)f reserves, fully seiisitive 
capital movements and goods movements, elastic demand lor inter- 
national p.roducts and a smooth course of world trade, varying 
costs of prodiution responding fully to changing movements in 
prices and the ])?(’MU\ation of an adequate surplus (if “free gold** 
in th(‘ hands ot the Central Reserve Bank. 

The Exaiiipte of England’s Depreoiation. 

Jhit it is not this sole desire alone that has actuated tin* Vnited 
States of America in abamb.niiig the gold standard. The d('j>r(v 
ciated currency of Kngdand .subsiquent on the abandonment of the 
gold standaid did really give a fillip to her foreign tiad(‘. English 
industries could regain their hold on lost foreign markets as a 
r€*8ult of th(^ ehea])ening of the external value ot the pajuu* pound 
sterling. Ameima liersejf experienced the vicious ‘Slumping*^ 
of English manufactured goods so that a keen desire was displayed 
hy the American industrialists to depreciate the dollar proportional- 
ly so that th(*y might uot la* defeated in neutral markets. They 
were so enamoured even of tin* tempoi^uy fillij) to their foreign 
trade that they voted blindly for a vicious inflationary cam])aig;n 
winch had as its objective the (hqu'eciation of the value of the 
dollar by half. But the abandonment of the gold standard is too 
belated a measure for most i;f the important ( ountries have already 
given up the gold standard. She was more or less swej>i away by 
the tide and a clever handling of the situation in 1930 could indeed 
have saved her. Much of the disaster befalling her during 1930' — 
1933 could have been aveited. 

What of Banl^ing Interests? 

It was not the industrialists alone who sponsored the infla- 
tionary campaign. The bankers themselves had to initiate relief 
agencies to help small country banks who found that their landed 
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ajul other seeurires had lalloii in \alu(‘, so ilmt Uie foreclosino* of 
loans inoant inability to Te])ay on tiu* j art of Ihe borrower, and 
sneh banks, who liad to pay ibeii depositors on call, found tluMn* 
selves unable to do sa, as a residl of ilie^-C' and oilier fi'nizied ban’v- 
ino* pra(di(*( s snob as tin' ^raniin^* oi loans to (uiable ])e( jib to 
spe(‘ulute heavily in t!io vab»e of see urities. Tbe ]o(‘V(Ml-np inediuin 
of e?ecbano‘e si(u)d in ilu way of tbeir ability to repay deposiis/^ 
Tilt* Jtet'onsi T u( tion Finanee (\'r]'oration was a devitt* to aid sueti 
striii^f^lino* banks. Failures of small banking' bouses have h‘d to 
disaster, eons(’t[uent distrust, and lo s of eon fidenttv (fold dollars 
and bank nol(‘s of ta nvenient denominations \\ei(‘ boarded with the 
r<‘snlt ibat mor<* bank notes Innl lo Ik issued to e(»ver the ^ap 
ertated b\ the disap]ieanip> uold dtdlars and bank notes. A kind 
of (airi'(me\ wliieb would not disappear mi itMard lh(‘ veloeity ot 
its own eireulation would lia\e dcdtuiled sm li hoarding' in a eom- 
munity addicted to tb(‘ banking habit. lienee arose* tin* suo-^es- 
tions once more for* tbe rtvsiist itation of “ stamj'ed money” or 
“Free ^lomy ” as it was dt'sjormttMl b> Silvio (fessel d he sus- 
pension (ff the ^'old [a\ments was only a dt'sire to ( ombat the 
newdy-arisen boarding* ]Hdpensit\” it r the ^armaino oi nuMt* in- 
convertible ]’aper no! t'lidowed v. iib full le^al ltMidt*r-])]‘i\ ilet^es 
wHiuld defeat the objeits of the boarder. A rdaiiee at tbe eireulat- 
ino- curi'eney of tbe UnittMl Stales of Aimriea would explain lo ns 
this object. 


<1 Gul. (){ u total (cii cu'ovncy nrciilation about bvo, billioiiH wore nrenhU- 

betore tbe Imbit of boanbiifi nirreiiey w^as developed, 'rbia boardni}j[ temiciKy 
was accelerated f^rcally aa a result of bank lai lures. 

7 Anierie-an gold coins were alsc* c\ported frc.'ly to the European Coiilmcnt for 
mdiistrial nsc, i.e., to be luelled lor uiakiug gold articles. Many ol the Ainciean 
ilO dollar gold pieces have disappeared in this way and the embargo on gold was 
virtually to prevent domestic boarding and an embargo on eKjiorlation would check 
the industrial use of American gold coins. 
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Can Hoariling lia Checked after ail? 

A more eOec tive piece < i legislation to check the luuirdiiig of 
gold coins was the threat of ] nnishinent.^ Hoarding has been 
declar'd niilawfuL All nillidrawii gtdd from ilie Federal lieserve 
Hanks had to be leturned within the stipulated j evitxl. To make 
this t^xeentive ordiname elVectivc tines were to be imposed on all 
olVenders found guilty of hoarding. No junson (ould ha\e at an\ 
iini( moj'c than np)ees in gold or gold < ertiheates. The 
punishment for tins was to he ten vears* imprisonment. Thus the 
attem])t was to chec'k hoarding even for intcriuil ])iii‘])oscs for the 
hoaided gold if static ned in the handvS cd' banks would lead to 
cxpansic u of credit nearly tliiec* or tour timers the actual Iioardcd 
gold. Thus imircnemcnt in banking ]mu‘ticc might also ensue 
out of this crisis. 

Selfish Interests. 

The other view is that Ameii(‘a weiit ofV the gold standard deli- 
berately to have the advantages of a managed eurrenev cpiite 
|ii'()|,eily in its own scdtisli interests. This will not tie the hatids 
of tlu (loverriment in deteiiding the gold standard. A bid can be 
openly made for any hotter monetary .standanl that the World may 
decide cu at the fortlnc'ming reconvened World Kconomic Confer- 
ence. Mere vested inton^sts in the -maintenance of gold value 
would defeat the ambition of the Fnited States of Amerua peojde 
in the al>ove direction. If the entire world were to re-elect gold 
as the future monetary standard the Fnited States of America 
would easily follow^ suit. 


8 Onginally during the early bank holidavB (if Fcbiuary Gold was hoarded 
to the extent otf a billion dollars. The roerndiiscenec of hoarding took place and 
mote than iiOO million gold dollars w(*to hoarded in the first wt=>ek of March 3938. 
Hence the above-mentioned piece (»f legislation was enacted by President Roosevelt. 

' W This is what the Second Resolution of the World Kconomic Conference (Mone- 
tary) Sub-committee aims at. 
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Dire Need of ReHation. 

I'inally tho sovero naiioiial hudgi tary position'*^ had to ho 
satVj>'iiarded somehow or olher. As layaiion (ould not be raised 
to siK'h a hi|>‘h |)itch as 1(» cover the sta^’^erinj^ deficil, tho policy 
oi monetary expansion was deciiled upon as a saving’ nieasiir(\ 
Ihinks as well as the (b)verninent needed additional currency to 
safeguard their positbiii. Virtually this could not he secured under 
the old gold reserv(* regulations of tlie Federal Iteserve Hanking 
system. The suspension of gold payments and the authorising of 
the })anks to issue notes against (Jovernment securities*’ were after 
all ijitended to sup])ly the additional currency needed by the nation. 
Apart fr(mi realising tluir respe(*li\e wishes the sole objefdive ol 
laising i rices can he achieved hy pursuing a “ poli( \ of managid 
ciedit ('urrency.” Ihit realising that (ojumodity ])ri(*es hav(» not 
risen sufficiently wages are Ixeing ex]m tided by the new^ Industrial 
v.'iedit jiolicy inaugurated in July, 1933. 

An improved financial | olicy and a huge stock of gold might 
enable the TTnited States of America to tie tin' dollar credit and cur- 
rency to gold at its ohl jutrity. Hut the itiain defect of the TTnited 
States of America gold stamlard moehanism as revealed during 
19^3 — 1921) period was this. The power to j niduce was constantly 
expanding w'hile the pcnver to ct.nsume did not parallel it A- A 

to Ak business clepressicm contiiujes the leturiis from taxation would be dis- 
appointing. Mere retrenclunenf of (‘xpeiidituie, how'ever drastic it might be, would 
not enable the Fedeial (loverinnent to balance the budget. Besides the cutting 
down of' expenditure would take cerlam tune. Certain time-honoured items like 
lljose of expenditure on veti^ran’s benefits would have to he cut down. Other mean 
inglesa Federal subsidies have to be curtailed. Every other measure for restoring 
(Government credit must be resorted to. 

B This was granted by the Glass- Steagall Act — Government bonds can ha 
made the basis of Federal Reserve Notes. Monetary inflation can fhus be secured 
without the addition of gold hacking. 

See the Booklet entitled The A. B. C of Technocracy ” ; “ The obsolescent 
system «f price and profit which fits well into the customs, business and social 
p actioes of the man-hour era, cannot cope with the age of the kilowatt hour. 
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of falling* piices bt caiue inevitable. Only in ('ertaiu tew 
indn.'-'tVies alone wu^es and salaries e\])andod, but this exjmTisum 
was not etK'U^'h to s( ( ure lasting* pros] verity. t)i’0dit currency with 
('(.nstanl pur(*t»asino‘ j)ower tor inlcn'iial pnr])oses is needed in the 
nioiloJii mechanised a^^e. It need n(»t bo tied to f^cJd atter all Init 
('(M'tain re| roNentative standardised c oimnodities can be t‘hosen for 
this ]>urju)s(' by the use of an index number. 

Wa^es and salaries, i.e., ] ower to consume, must ox])and it 
^vholesalt' prices tall a eordino* to this index number. \Va^*es and 
salaries have to be deeieas<‘d it the Index Niimln'r rises, (bwern- 
mental authority has to brin<^ about thesc^ intelligent (duin^es by 
retaliating’ wafes just as it has st cured the ])resent eit'ld-hour day 
and other improvements in tin* wa^es, hfuirs, ami conditions ol 
laixair.*'' 

\\'hile the abandonment ot the t<‘bl standard has tahen ]daee, 
efforts are beint' inade to maintain tlie old exchange ]>arit\ ot tile 
dollar with t‘(*hl units. This is nothint but a tacit r(‘eot‘iiiiion 
ot the impoi’tame cd exehante parities. (iuile assurcMl ot her 
finaiH'ial strent'th the attem]d to maintain tin old ) ariiy with gold 
units is b(»ing made’ In s('<*uiing an orderly credit expansion vvhi- h 
alone would pi event a fall in the exchange rate. A tall in the 
f x(*haug(* rate would ])rejudiee tin* ( leditor status ot the country 
and destroy e(jnfid<uiee in business (ireh's. There have hcM ii indeed 
tew seiious exchange rt strietions accompanying the ahandonmcuit 
ot the ^.^old standard which itself was done solely to ehe(*k gold 

t.'i Wheat and othoj cnnmindit}' prices he^aJi to fall precipitately, so much au 
that even tradini^ was .suspended V(?luiitari1y and an enforced attempt is being in de 
to raise purchasing power within sixty days so that a, new crisis might not arise 
out of falling conmiodity pncA^s. Shares also fell precipitartely in sympathy wdth 
commodity prices. 

i4 The now Trulustrial Recovery Act is based on the above rationale. Jmhislr’al 
output, wages and prices are being controlled l>y the Htaie. The Cotton Textile 
Code isaued mider this Ad raised wages by per cent and reduced hours of work 
.by % per cept. Tnuhi aiul white collar workers will similarly he subjected to 
official ref^ujation. It would lead to reduction of unemployment at the same time., 
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exports from the ((miitry, and fr<jni the (Vntral Ihuika into the 
onrreney (irculation of the eountry. There is a free exehange 
market and prohi])ition extends to pure speculative deiiling:s or 
jnirehases of foreign eurremies. So if the restrictions are not so 
severe us those of the ItcMchshunk, yet the real objective was to 
pave the way for the shedding of the* gold (oins. Peichanee 
America would dtwelop the gold bullion standard ffvrm of monetary 
organivsation, if the gold standard were to be resurrected at all. 
At one stroke the much needed simplicity in the matter of her 
complex currency circulation would be secured. At ])resent there 
are t(K) many ditliculties in exchanging the diversified circulating 
units. Th(‘ ft>llowing table as given by a recent writer shows the 
different forms of currency held by the American ]mblic. 

Denomination. Kstimated amount in circuilation. 

Dollars in millions 


(fold coin and hulHon . . 

47U 

(rold Certificates 

r>!n 

Standard silver dollars 

2,S 

Silver Certificates 


Treasury Notes of ISfitl 

1 

United States Notes 

287 

Federal Reserve Notes 

... 2,707 

Federal Reserve Bank Notes 

a 

National Bank Notes 

8;i<i 

Stibsidiary coin 

:i»i2 


5,644 


Besides the final extinction of silver as a currency unit which 
may not agreed to by the Dnited States of America for she has 

l\ 13 
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recognised the ])oKsibility oi securing war debts in shape of silvet*, 
it will lead to the stain lisation of value of silver at a higher 
km4 than at ])resent ujkI thus secure the interests of the silver 
producers of the Tinted States of America who are a jiower in 
polities. 

lUic curicricy ideal to 1)(‘ strivcm for is the displacement of all 
these diifcrejit units by the Federal Ueserve Notes. These would 
have the .same domination as the Taiiadian Ihmk note has in the 
currency circulation of the (’uiiadian Dominion. I'he elastic 
hVdcTal Jieserve Note's should Ih*( ome the sole circuilating jwiper 
currency. Tlie suspension of gold iiayments might alter all jirovo 
a necessary predude towards currencA ndorm. 

Some Interesting Developments. 

It is most prolmhle that smne othei interesting developments 
might ensue. A new method might be* dcvclopt'd in tlic' diiection 
of a.(ljusting trade baliinces. At any rate foi internal jmrpo.ses 
this rt^fined systeun ot harte*r is alrend.v in vogue. Fven (liuema- 
holdeis and entcrtaiunient-wallahs are already taking some kind 
ot excliangeahlc priMlucts in return tor th(*ir service. Some such 
nation-wide sedienies organised by the ynijiort lioards might b (3 
developed. Tooix'iation hetwenn the bVderal Keserve Banking 
sNsteun and the othen outlying banks, Trust ( ’ompaines, and tinaie 
oral comiianies might he forthcoming. This would be of infinite 
valuer in .solving man> elittii ult jirobleins which may arise in the 
near future. The formation of an Kxdiange j.ool for providing as 
a first charge thereon the ohligation Of trade debits due by. 
America may be unde rtaken. The' uncertain government and 
quasi-government finance ]>osition would be rectified for it is these 
which have produced the gre-atest danger to ( onfideuee. An abuse 
of hank cTe'dit to meet these* governmental deficits cannot he re- 
conimHided, as it lennls to inflation of prices. But this cannot but 
be of a fleeting nature on account of its efteHt eni the exchange 
and on the costs of exporting industries. 



America's abandonment ok (uild standard 


99 


Will America Realise Her Objectives? 

We have seen ihai monetary <1e])ieeiaiion was (l('lil)erniely 
enacted to enable Ann‘nca to collect the Wai' Debts and l{e])ara- 
tioiis from K'nr(^])ean debtor ronntries. These debitns will Hnd it 
|>ossible to repay theii* debts in depreciating:'' dollars rather than in 
a])])reciatin*^ ^old. Altlnmj»‘h it is real industrial (dVort (hat 
(M)ables thtnn to secure the needed foi'oio'n balaru'e to repay 
American indebtedness still the vain j)iesum])tion (hat debts can 
be cidlected easily it insistence is made on their rejiaymeiit. in 
dollar cun*enc\ is responsible tor tin' b.^* drive which led to the 
])oli(*y of monetary ibllation. If the debtor < ountries tail to <»\('r- 
cise their industrial i (Vort in this diie<*tion, tlnne w( nid not be the 
eeouomie wherewithal to lejiay War Debts. 


But at What Cost? 

It depre(‘iation ot enrrein'y and expansion oi ^*old paynumts 
we](* to he thought ot as neeessar\ to (lean the Aii^t'an stal)h\ an 
observant reader has to notice at wluit cost be has to secure* the 
desirable result. As Prof. T. K. (Ire^’ory says, “ liitlalioii is a 
hell.” Kve^ry economist says that, an unceuitrolled intlatmm is most 
damaf>‘in^' to the economic structure of society. The moment it is 
known that the Dnited States of America is embarking' on depre- 
ciated currency there might he tlig:lit of c a])ital from the dollar, as 
(hc'y would lose by jiayment in dc'precdated eurrenc.*y. Dcjireciation 
of currency would dec'rease value of savings hank deposits, real 
property would rise in value and there would be a rusli to sell 
bonds for investment in jm^perty and a financial t^anic* might 
ensue. If any of these consequences were to be realised Annwica 
will not realise her cherished objeedives. llusineHs with America 
has already become very difficult on account ot uncertain dollar 
exchange cjonditions. It will become more so as a result of the 
fluctuating exchange values of the dollar. 
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The inevitaMe Revaluation of the Dollar. 

The abundance of labour sui)i)ly in South Africa, the deprosH* 
txl connnodity prices in tb(» ofdd-pioduciiiK ( ouutries, the opening, 
of new mines iu Australia, and the oranting of bounty by Austiur 
lia for increasing gold output to the exieni of £80,904 will lead 
to increased out])ut of gold sutl'eieut enough to p,rovide the where- 
withal to finance three per cent annual inc rease of business. The 
gold stocjks of the national banks have im reased and the following 
table shows how their iuereasing stocks mean an additional base 
for an expanding credit strueiujre. 


(000,000 ’s gold stock) 


National Banks 

1913-1914 

1927 

1930 

1932 


£ 

£ 

£ 

£ 

Bank of England 

401 

152'4 

148-3 

120’6 

Rank of Prance 

1B2-3 

146-0 

431-4 

669-4 

Bank of Belgium 

10-4 

20-5 

39-2 

74-2 

Russian State Bank . 

159'8 

19-0 

51 '2 

67-5 

U. S. A. iF. R. Banks) 

95'2 

561‘7 

604-4 

648-0 

British India Govt 

16 5 

22-3 

24-3 

31-1 


(See A, J. Liversedge — The Gold Movements of 1932). 
Ranker’s Magazine, April, 1933. 


The sanguine (vstimates of the Gold Delegation Committee 
have been upset by conventions ]>revailing in 1932. So a serious 
shortage of gold ciaimot indeed be a matter of certainty. Now 
that the bugbear of ‘‘gold strangulation ” has disappeared the 
restoration of the managed gold standard can indeed be considered 
a most likely factor. 

Granted that a gold standard can work in the future America 
has to revalue the dollar. Though Coughlin’s proposal to “double 
the value of gold ” has been discarded still the American eco- 
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iioinisis iiiHisi on per cent iuciease in ilio value of gt)lclJ'» The 
Nt(‘rlin^ pound would he worih 4*5B dnllais and Kiif^'lnnd 
nii^’ht hv, able or unable to inainiaiii iliivS value. Out the ])ai)ev 
sierlin^' ])()und is Fast ^ullopin” io this fi<>*\ire and the (juestion of 
stahilisaiion of (*urrencies can Ihen he thon»ht (dd^*» Hut the world 
gold store has to he redistributed and gold (ontrol of national gold 
stocks has to lie ]uirely in the liands of the (Central Hanks of the 
naiiinis. This revaluation or lightening of the value ot money is 
m‘e<hMl. Old (diina did th(‘ self-same thing twenty-five (eniuiies 
ago. llistoiy tends to re]>eat itself. Indeed we are forced to 
ac<‘ept the truth of this adage with great reluctamo. 


15 The gold ounce which m now valued at Dol. 20.67 will he revalued at l>ot. 
27.67 per ounce. 

10 Since the World Economic Conference haw only detormined to allow (iieat 
Britain to pursue her own national interests, the linking of sterling to the dollar or 
gold will not take place. The sterling area will expand and Canada will 
also join this bloc. 




ANNOUNCEMENTS 


THE INTERNATIONAL POPULATION UNION AND 
THE POPULATION PROBLEM IN INDIA 

Afc the mootmf? of the Indian Economic Association held in 
Delhi last January, Dr. Radha Karnal Mukerji and Dr. B. N. Kaul 
were appointed a committee to report on the feasibility of starting 
a National Association for the Study of Population Problems, 
affiliated to the International Population Union. Population 
problems are of such vital importance to India, that such an 
organization could do exceedingly useful work. We have been 
recpiested to bring this proposal to the notice of economists, socio- 
logists, medical men and others who are interested in population 
studies in different parts of India. All those interested in the pos- 
sibilities of such an association, are aske<l to communicate with Dr. 
B.N. Kaul, who is now in England, and hopes to negotiate with the 
International Population Union the terms on which they would 
recognize and assist a National Association in India. His address 
uf> to 15th September will be 

Dr, B. N. Kaul, Ph,D. 
c/o Thomas Cook and Sons, Ltd., 

Berkeley Street, Piccadilly, 
London. W.l. 

and after that 

The Muslim University, ALIGARH. 

THE MAYNARD QANGA RAM PRIZE 

In 1925 the late Sir Ganga Ram, Kt., C.I.E., M.V.O., K.B., 
Lahore, with that generosity for which he was so well known, 
handed over to the Punjab Government a sum of Rs. 25,000 for 
the endowment of a prize of the value of Rs. 3,000 to be called the 
Maynard Ganga Ram Prize and to be awarded every three years, 
for a discovery, or an invention, or a new practical method which 
will tend to increase agricultural production in the Punjab on 
a paying basis. The competition is open to all throughout the 
world. Qoverninent servants^are also eligible to compete for it. 

lOS 
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Eotries for the next award were invited by the Slst December, 
1932. The response was, however, poor, and it has been decided 
by the Manaj^ing Committee of the prize that the award should be 
postponed for another year and that further entries should reach 
the Director of A^ricultur(^ Punjab, Lahore, on or before the. 
Blst Deotunbor, 1933 

INTERNATIONAL GEOGRAPHICAL UNION 

INI’EPN ATIONAb OONORK88 (W GEOOUAPIIV IN WARSAW 
August-Septemberf 1934 
First CmcuiiAR 

At the last General Meeting: of the International Geoj>:raphical 
Union assembled in Paris in September 1931, it was unanimously 
resolved that the International Congress of 1934 is to bo held in 
Warsaw. Consequently, the Polish Committee of the International 
Geographical Union has decided to convoke the Congress for the 
end of August 1934, and has appointed an Executive Committee, 
to which the organisation of Ihe Congress has been entrusted. 

Hereupon, the Executive Committee of the International 
Congress of Geography in 1934 requests you courteously to take 
part in the Warsaw Congress of Geography in autumn 1934. Below, 
please, you will find some informations relating to ihe programme 
and the fees of the Congress as well as its excursions. 

(These can he had from us on application. MANAGING 
EDITOR, Indian Journal of Economics). 

Those intending to participate in the assembly, and in the 
excursions as well, arc kindly aske<l to inform the Secretariat 
of the Congress as soon as possible, in accordance with the 
particulars given below. All correspondence and enquiries should 
be addressed to the 

Secretariat of the International Congress oe Geography, 
High School of Commerce ; 

6, Bakowiecka Street. 

Warsaw, Poland. 

Stanislaw Pawlowski Eugentosz Homer 

General Secretary Chairman 

of the Executive Committee, 



NOTES 

A NOTE ON THE EI.ASTICITY OF DEMAND CALCULATED 
FROM A DEMAND SCHEDULE OR FROM STATISTICS 


I must first express my graiitudo to Prof. A. K. Das-Oiipta, 
for his article on the ‘‘Elasticities of Demand ami Supply in tlie 
April number of the Indian Journal of Economics. In that article* 
he bus raised the (]ueslion of a formula for the elasticity of 
demand over tlu^ whole range between t wo points of the demand 
curve. He calls it “ arc elasticity to distinguish it from Marshall’s 
formula, which gives tlu^ elasticity at a single point, and may 
he called point elasticity. Such a formula is very necessary for 
the teacheu* of economics, who wishes to make use of the (Jonoept 
of elasticity of demand in his classes, hut cannot use. Marshall’s 
formula, because most of his class have not had calculus. If a 
demand curve is drawn Marshall’s geometrical formula •can he 
used, but this is of no use when a demand scheduli* is usi^d for 
an arithmetical example 

Since reading Prof. Das-Hupta’s article, I have tested several 
formulae The best appears to he the following : 

( 1 ) 

JTl+SPc Vx-Vv 

where (ar,, j/,) and (cr®, ) are two points on the demand curve, 

or demand schedule, «/,, are prices, Xx, x., are cjuantities, 
and is a rough arithmetical approximation of the average elas- 
ticity along an arc. If the demand curve is a straight line, is 

equal to Marshall’s elasticity of demand for the point 

which is the mid-point of the line between the two Riven points, 
for at this point 
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ifotfis 


( 2 ) 


JL_ Vx-y ^ 

X aJi+iCs, dx Xi—Xg 


for tho line tliroup;!! these two points. 

^ which is Marshall’s formula. 

X ay 

If tho demand curve is the curve of constant expenditure, 
(the ecjuiJateral hyperbola), 

W xy-c 

We again find to Marshall’s elasticity, which in this 

case is constant and equal to unity, for 



The formula gives the correct result in both these cases for 


arcs of any length. 

In the following schedules, the figures under ‘‘Price^’ represent 
units of money, those under “ Demand ” represent quantities of 


goods, 

such as soers 

or yards. 
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I 

• 

Schedule II 

Price 

Dciiiiind 

Elasticity 1 

Price 

Demand 

Elasticity 

y 

ar 

®A 

y 

X 


24 

0 


8 

105 


21 

10 

7 

7 

120 

i’ 

IB 

20 

3 

6 

140 

1 

16 

30 

“/r. 

1 5 

168 

1 

12 

40 

1 

4 

210 

1 

9 

50 


3 

280 

1 

6 

60 

Vs 

2 

420 

1 

3 

70 

Vt 

1 

840 

1 

0 

80 

Va 

1680 



Straight Line y=24— 3x • Hyperbola of Constant 

Expenditure 
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Note that in Schedule I, the elasticity for the point a;=:30, 
t/ = l5 is This may he obtained by usin^ the pair of points 
(20, 18) and (40, 12) or by using (10, 21) and (50, 9) or by using 
(0, 24) and (60, 6), since the point 30, 15 is the mid-point in all three 
cases. In Schedule II the same result is obtained whatever points 
are used. 

In almost all otlicr cases the value of ^^ditfors only slightly 

from Marshairs elasticity when the distance between the points 
is short, but this dilference increases when the arc becomes longer, 
and especially as the curve approaches the axes. This is illus- 
trated in Schedules 111, IV, and V. 


Schedule III 


Schedule IV 


Price Demand Elasticity 


?/ 

6 

5 

4 

3 

2 

1 


1001 
144 f 

225 1 
400 f 
9CK) 1 
3600 J 




i 

j 


2 — 15^1 



2 

2 


2 

2 

2 


Price 

Demand 

Elasticity. 

y 

X 



36 

10 



25 

16 

9 

12 

15 

20 

|/a + 2f 3 
/a + ip 

^/2 

1/2 

4 

30 

Va + 5>c 

V 2 

1 

60 

V 2 + * 

*/2 


Hyperbola (increasing 
expenditure) x 2/'''=3600 


Hyperbola (decreasing 
expenditure) x"/y-=36l)0 


Schedule V 


Price 

Demand 

Elasticity 

y 

X 



10 

10 

»'V.,=6-33 

6'586 

9 

20 

»^/8=5-67 

6-892 

8 

40 

»5/a=600 

6 199 

7 

80 

»«/8=4-33 

4*505 

6 

160 

”/3=3-67 

3*812 

■ 6 

320 

%=300 

3119 

4 

640 

»/8=-233 

2*426 

3 

1280 

»/8=r67 

1-733 

2 

2660 

Va^lOO 

1*040 

1 

6120 
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This is an exponential or lopraritlunio curve, 
^ or «/= 10 + lo«ry 


‘r^y 




Expenditure is doubled when price falls by one unit and increases 
until the })rioe is below 2. lioth measures of elasticity full in 
proportion to price. Phus =104 e^. 

Another formula which may ho used with good results is 


( 6 ) 


~ . a?!- 

V Vi' 


" ^2 


For example, in Schedule 111, the worst value of ^^was 2— 

= r8. Here f \/2 = 2*121, In Schedule IV whore 
^/a + ^/is= =5V^ = 471 In Schedule V whore = 6’838, 

^0 = 3V6 =670B. 


In all these cases e,^ is nearer to e,. thane. . In the case of 

t.T M A 


the equal expenditure curve it gives the same perfect result, for 
when fl?y=c 


(7) 





Xx —Xn . 


x^x^ 


Hut in the case of the straight lino it gives worse results, 
especially near the axes, and this appears to hold good for all curves 
which cross the axes. It is harder to calculate and loss compre- 
hensible to students who have not had much mathematics. But 
it may be used to chock ej^ especially as it frequently falls on the 


opposite side of the true value of ^ Both these formula? are 

reversible in the sense that they remain unchanged when the 
subscripts, 1 and 2, are interchanged. But the formula for e. is 

A 

much easier to represent geometrically, for if the ohor<i through 
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the two points be prolonj'ed to meet llie two axes at points Y and 
X respectively, and M bo the mid-point ol' the chord, wo have, 


(«) 


_ MX _ NX 
""a ““ YM ON 


where N is the fool of the. pei pendicular dropped froni M to the 
X-axis. For we have 

5C,+a5, ON ' //.—//., ”” 

_ NX NU _ NX 
NM ON ~ ON ‘ 

i he lorroiila su^^ested by Prof l)as-Oupta is (iisin^ rny 


letteriij*?) 


i> Xij/i exponciiture. at higher finee 
'Phis really measures the ratio chan^jre in expenditure, as 
price falls, which is probably more import ant than the measures of 
elasticity. It is eipial to unity whenever the elasticity of demanii 
is unity, that is, when expenditure is a maximum. (In Schedule 
in, it ecpials the correct elasticity whenever 2/,=2.v.„ In Schedule 
IV it does so, when //, —4^2 ) The concept of elasticity of demand 
has been used chiefly to disiinf^uish between “commodities whose 
elasticity of demand is less than unity” and ‘'commodities whose 
elasticity of demand is greater than unity/’ But that is the same 
us saying that the expenditure on the commodity is either deiireas- 
ing or increasing as the price falls. It would be far less confusing 
to students, and much more clear to the businossinan, if we were 
to say “ a commodity on which expenditure tends to decrease as 
price falls, and to increase as price rises,” or tnce versa. But this 
description is even longer than the other. One is sorely tempted 
to coin a pair of mongrel words, and call these commodities 
‘‘ deorex'* and “ increx^' commodities. But whatever we call them, 
it is surely the ratio change in expenditure, , which is most 
important for economic theory and practice. 


0. D. Thompson. 
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Statistics in Timmy and Prutice, by T. K. Connor, M.Sc., Bar-at-Law, 

Sir Isaac Pjtinan & Sons., Ltd., Tjondtm, 1932. Pp. 309. Price 12s. Od. 

Mr. T. Ji. Connor, the author of this book, is Farr McdaJlist in Statistics and 
a ineinber of the Council of the iioyal Statistical Society. As the title 
indicates, the book is divided into two parts, the first doahii" with theory, the 
second with actual statistics as used by Government and business m practice. 
Tins is an excellent device for keeping the leet of young statisticians on the ground, 
end makes tlie book in some respects one ol I he best text-books in statistics T 
have seen 

The firs! part includes chapters on the organization ol a statistical inquiry, 
statistical data, statistical measurement, tabulation, diagrams, grajihs, frequency 
distributions, aviiragcs, dispersion, skewness, probability and error, sampling, 
<*orrelation , index numbers, interpolation, graduation, and curve fitting. There 
18 also a chapter on miacollaneous theorems which jncludes the Pareto Curve, 
the Lorenz Curve, and Associaijon Correlation is confined in the linear correlation 
of two variables. For graduation only the formula (hanging the original data 
by 3/35 of the fourth difference is given. T'^ndcr curve-fitting, a parabola and 
a cubic are fitted by the method bf least flipiareB. But in every case problems 
dealing with actual statistics are worked out, and all of these arc problems of 
interest to economists. Simple tests of the reliability of results arc also given. 
The student is referred to other texts which will carry him further. 

The second pait gives a selection of current problems in which statistical 
methods are largely used, and shows just how these statistics are dealt with by 
government officials and businessmen. There are chapters on population, prices, 
wages, employment, profits, trade, finance, production, weialth, indices of business 
aefivity, business bflroincters, and business statistics For example, in the 
chapter on wealth, the methods of estimating wealth by wages, by the census 
of productiim, bv incomes, and by national property are given. Where the 
s\'riter gives graphs of business activity, he also gives the figures on which they 
are based. This part will prove useful to the teacher of economic theory as 
well as to the class in statistics. 

The book is to be eBpi»cially commended for brevity and clarity. When one 
considers the great number of tables, graphs, worked out examples, and 
pictures of the Hollerith sorting and tabulating rnachines, it is remarkable what 
has been included in this modium-aizod book. Its brevity will make it of great 
value to the student as a reference hook after his course, and one may hope 
that the student will find .it easy to continue statistical work of his own with 
its help. The great merit of the book is also its chief fault, for there are places 
where, though what is said is said clearly, so little is told, that the student will 
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hardly under»tand without help I'rom Iiih teacher. Ihil once having understootl, 
the book will lell him just what he needs to know . 

Very few criticisms nt detail need be made. It is surprising to find that 
the histogram is easier to smooth than tlic trecpioncy -polygon, which is itself a 
first step in smoothing the histog.arn. The cross-iALMght index ot prices is said 
to he reversible, but the student is not told tliat it tails to satisfy the cire-iilar 
test for thioe years. On the whole, the book is one ol the best for beginners m 
statistics whicli has yet apjieared, 

C. I) TnoMCsoN 


SoMi- Hknoal N'iluacks, edited l)^> N. C. iMialtaeharya and L A. Natesan, 

Scottisli Oliurch College, (’alcutta, with a Foreword b> Sir Daniel iTamilton, 

Kt. ; publislicfl by the Calcutta Uinvcrsity, 10.‘i‘2. Fp 225. 

The vuliJiJie is dedicated to Uev. W. S Urqubart, M.A., D.Litt , I’rmeipal, 
Scottish (’hurch College, Caieiitla, and Vice-Cbancellor, (’aleuita University The 
Intrisliiclion consists oi two chapters by the two editors on ' Keonoiuic Surveys 
in India," and " Some Problems ot Village Dile in Bengal." Then iollow seven 
village surveys by students ol the College. Alter tliese, a model questpoimairc. 
a glossary and an index ol names are given. The price (if the pulihcation is not 
given anywhere. 

A perusal of tins publication m the *nendhest mood leads to the unavoidable 
observation that the title ot the Imok " SOME BENCfAL VILLAtfKS " is 
misleading; tor, theic is very little specifically Bengalee about it. The second 
tbmiglit that cinnes upperniost in the mind of the reader is that no one concerned 
has hestowed sui'fieient attention on the. piihhcatiun — exeiqiting the printer. The 
Foreword and the Introduction are general surxeys of the rural economic problem 
in India of the class-room type, and the village surveys hy the students are 
mostly superficial ; they could not possibly be otherwise, wlien asked to deal with 
diverse problems like disense, sanitation, irTigaiion, drainage and agriculture. 

The Introduction qucHos irom the All-India Medical Conference to show how 
malaria is a prevent ihle disease and how on the score ol this disease, human 
energy worth several hundreds of crores is being annually lost to the country. 
Sir Daniel is quite unfair to the Mahojan when he says : “ The masses have no 
money except the soul -and-body -destroying cash of the mnkajan ” The makajan,^ 
are too busy to notice seriously the total condemnation of their class like this ! 
Continues Bir Daniel : " Keplaccment of the maha^aA/f' c^isb by the people’s own 
credit will clear the springs cif India’s life at their source, and her river ol 
life will then run strong and clear.” This is jHietry rather than economics : 
will ever the time come when the capitalist wdll give place to " the people s own 
credit ” to anything like a cognisable extent? If ( lo-operation has not ac^hioved 
anything like this yet even in European countries, would it he reasonable to 
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prescribe this rcjriedj" at one stroke fur India at the present juncture? Bir 
Gamers ideal ol the economist ’s province goes much further; says he, “The 
lust huHinoHs of the cconcjinist siiouhl be to clear the springs and issues of lilc 
HO that tlio l)odv ijolitic may re:u-h its inaxmunn strengtli.” K this be the 
econt^misis' first businoKs, one wonders which his other eonsecjuential ImsmcsseB 
are i Scientific economic research can have nothing to do w ith such ids'als. 

Nor are the introductory cJinptcrs more eiieouraging. The data were collected 
in the villages in U):2t), there are lengthy extracts and quotations Irom “ 1NJ)1A 
IN Li)2fi'‘27 “ and jirofuse use has been made of figures ol the 1921 OeriRUs ! 
Tlu' editors admit that “ (or obvious feiisons an enquiry carried on by studentH 
during tlu'ir vacation (‘annot be a detailed one.’* but one cannot undeisland wh>, 
111 spite of tlie editors realising this, they hastened to give the surveys tlie 
sanctity oi publication by the ('alcutla ITniversity. Students must he encouraged. 
'Yes, they must be, but not at the risk of spoiling the re]>utation oi the standard 
of eeonomie research in India It means clearly that the editors belittle tlie 
importance ol original, direct iiujuiry by competent bands. Slater s “ Some Soutli 
India Villages “ wins published over loiirteen years ago, and it did deserve 
attention us a pioneering work; but, this does not mean that the book is worth 
en ml a 1 1011 in 3932 

One wishes that sentences like the lollovving had not hemi inserted in the 
volume; “Our villages are no^ longer the haunt <>l ancient pi'ae* as the\ used 
to be in the pant Far from being so. they are today the abode of disease, 
degeneration and death ’ Ones Trof. Hhatlacharya mean to sa> that m the 
past thor(‘ used to he no de.aths in Indian villages? 

Vrol. Nalcsan is no le.ss poetic and ideahstie : " The most important problem 
ol the moment is to liberate agriculture Irom i^-s degraded position and elevate 
it to the status of other industries . . so as to offer an equallv favourable 
field for tlie ambit mus youths of the ciarntry “ “ What is needed is that 

the entre system must he changed before agriculture can hope to come to its owm.“ 
Gireetors of Agriculture and the Imperial Conned oi Agricultural Research cannot 
hut admit that they cannot uudorstaiul the meaning of these passages. The 
Timkr of Tvdm said once that an ounce of prachcal work in (he field ol 
Indian eeonomicH was worlli much more than a ton of theory, and certainly 
there can bo no room for such sweeping root •ind-branch dicta in a volume 
professing to deal with economic research. 

The villag(' survevs by the students arouse symjiathy for them in the mind 
the reader. Quite' new to life as it is lived by the elder generation, wdth a 
questionnaire as wide as human life, these students were asked to go to the 
villages witlioul anv aid from the local bodies, local officials or oven the 
professors themselves. One fecis certain that if the editors had accompanied 
the students in the .survey work, the surveys would have been much more 
useful, and the editors would have refrained from juiblishing them as they would 
have known the imiierfcctions accompanying. 
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A few details from tJie report ou Narkila, Sylhet, may be given to show 
the fact that rural economic inquiries arc not easy matters. This village lias 
41 familieB and 186 souls. On this basis, the investigator helplessly writes that 
the average life ot a villager is thirty years. Several of the “ conclusioiiH ” are 
really amusing ; “ During the rains, the villagers drink the water of the nver 
Chirka already rcfernxl to, and this water is at the root of such a wide 
prevalence of diarrhoea,” . . “ Except three or four families, people do ndt 
wear very elean chilhcs.” .... “ Oonditioii of drainage system in the village 
IS as unsatisfactory as anything. Indeed it is bad beyond d(‘scription, 

. . , “ Housing (iondition of the \illage is not satisfactory.*’ 

T^lverv attcin])t hii.s l>ccn made to review the volume m as friendly a sfiirit 
as poRSihlft. The objective of the editcirs and the indnstiy (if tin* investigators 

arc indeed praiseworthy, but salisfaetorv work re(jUireR much better ccpiipincnt, 
organisation and aceura^cv and quantity of data. It is hoped that Protessors 

Pliattaeharya and Natesan and the survcyois will shortly jiresent to tlic public 

another volume winch will have profited from cxjierience • as a first attempt, 
this volume does eredit to the students ot the Scottish Phurch ('ollege, P-alcutla. 

SKI 


fti’icoRT OK TiiK T)tRK('TOK OK TTiK 1 vn-iR NATIONAL IjArunii? Dffk'R, Seventeenth 

Session, riencva, P.)33. 

The iteporl ol the Director of the l.L O. for this year has been iimeh redueed 
m size. Probably reasons ol economy have* made this inevitable Put wdiile 

redueed in volume, the lUqiorl covers the usual gnamd with condensed directness. 

It may be pointed out that this is the first Deport since Mr. H. D. Butler assumed 
(ho 1 )irectorship of tiie T.LO. on the sudden death ol his former illustrious 
chief, Monsieur Albert l^lionuis, who passed away on the 7tli May, 1932. 

The ileport may very briefly be described on the one hand as a rovuwv ot 

the World Depression w'lfli its .social consequences, and on the other tlu' 

efforts of the Organisation to mitigate these evils. 

The key-note of the period that is covered hy this lieport, is still that of 
Depression. In fact in 1932, m curtain ways, this Dapression has been even 

greater than in jireviouB years. For instance, the w'orld values of the jirincipal 
commodities, with the except ion of coffee and petrol, continued to fall. Wheat 
prices tn December 1932, fell to as low a level as they had ever been since 

the sixteenth century. The foreign trade of the world too continued to shrink. 
The production of eonsuinors’ goods, while showing some signs ot recovery, 

again fell. Four more countries went off the Hold Standard. The cessation of 
international lending, which is one of the most serious features of the depression, 
did not imporve, largely due to politieal apprehensions. The need for whole- 

hearted and extensive international world co-operation was emphasized by the 
F. 15 
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Preparatory Couiuussioo ot the World KaiuoniK; Confereace. wliieb, alaw, has 
jasl ended la gl(HUii o-ad napotency. 

The Social <xai6oqiicaoo& i>£ Uic I>epre8SJon deserve special attention. Acute 
uaemploynjcut has cuatiaued lor the third year in sua'.ehsiua. Social security 
seeias to have l>eeu destroyed. Coaipulsory uaeiapluymont msuranco, which was 
first inirodnced in (Ireal Hntiiai, did not reckon the normal rate of uncmploy* 
luent to he more Ham S G per cent of the industrial population. Unemployment 
inKiiranee never >i*ontetuplaled to take care oi one-quarter or one-third of the 
iiuliistrial popnlatKju a^^amst destitution. Thus iineiaployuient insurance has had 
to be siij)|)jeiijt‘nted on a vast scale by direct State aid. in this manner the 
* n{i(ht to live ' it not “ the right to work ” has been much more liriuly 
established m inodoin economic eommiinilics. All tins has induced enoriaoUB 
tiatioual expenditures. If Jias meant the subsidization, of enforecd idleness. 
Questions havi' arisen, whether it would not he more w^orth while, Iroin the 
mdiMdujil as well as Irom the national points ot view, if (loverniueiiis siihsidized 
active prodintioii, like the c(»tistinction of roads, railways, housing schemes and 
the like. I'utilie expenditure hy providing wages would, lunongst othei thiugs, 
also check dejiression. 

(Hiemploviucnt is still h<‘avy in im/st count lies 1’he pi'oportioii <»l workers 
out of work ui (reimany was ‘k‘l pc., 1 p.c. in Ausiriii, and *2‘2'K p.c. in (Ireat 
Ilnluin, while in non coiiipiilsoiy countries, it w^a.s 12‘8 ji.c. m Denmark, 118 p.c. 
in NetJierlands, 2f)«‘2 m Switzerland and 2 ‘ 2 -‘l p.c. in Belgium, to take a tew 
countries at random In U.S.A., it was supposed to he 'M p.c. 

Apart IroDi finniicial and fiscal causes, structural changes in industry and 
Its geographical ro-diHfiil)utmn, have been important factors in bringing about 
unemjiloymont, especially in ilie other indus'rialized countries of West 'rn 
h^uirope and the United States The Institute lor KonjuriUturfnrschung gives 
very interesting iigmes for the annual rate of industrial expansion Irom Un.T~-’‘2«) 
as follows ■ 

5 ^one 1 Industiia] Kurope (Au.stria, Belgium, Denmark, 

France, Germany, Greai Britain, Korw’av, 

Netharlands, Saar, Sweden, Switzerland) . 4 I 

Zone T 1 • Agricultural Rurope (Bulgaria, Finland, Greece, 

Hungary, Italy, Ikdaiid, Portugal, iluinania, 

Spam, Yugoslavia) ... >{„ 2*2 

Zone ITl ; Highly capitalized Kxtra-Europoau (United 

States, Japan) ... , . -f 8-6 

Zone f\' ; Moderately or newdy capitalised Extra- Riiropean 
(Argentina, Australia, Brazil, Uanada, (’bile, India, 

Mexico, New Zealand, Peru, South Africa) ... 4. 3.6 

Zone V : U.S.S.B,. (to 1031 ) ... . . q. f,.^ 

While in the J<»ng run this industrial expansion must be a beneficial develop- 
ment, in the transition period, however it has serious social consequences in 
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respect, to ('OimiiMes juorc dneclly aflet-led. Such change natiually cndimgorB die 
standard of living of the wnriserb of Ihe older advanced counlnew and demands 
for tariff protection arise and hecome iinfierativc. ITcnce minimum standards 
need to he determined and aafeguaided, and ('onsequentlv the I L.O. is deeply 
and directly concerned m this snhjecl.. 

One important point tlial the Tteport makos clear is the 'lact that while 
sclieinoH of Hatjonalizal ion in industry and mechain/ation in agriculture liavc' 
f.Tcatly increased the productixe efticiency per worker, these* liave nol given in 
industiy, as a whole, power of rapid rc* ahsor]»tion oi the displa<*(id workers, 
The* timedag hcMween displaceincmi and ic* ahsorptmn lias mcrc'asod ennsidc-r- 
{d>ly, adding acuteness oi suffering to \aKt groups of working class ]>eop1e involved. 
Mr. Oavid Weirtraub of the I’.R.A. National Ihiroau ol Ficonoinic Ih^searcJi ha- 
made some v«‘rv iiite.restiiig (lisi'o\o'’ies m the study ol ihc rhvihm of displace 
merit and k* ahsorpi ion in induslrv This is wliat the Ketinrt has to sa> ahead 
tins fxiint 

Whereas on the* ‘i\^c*ragc‘ in c*ach livc-vcar pc'ruMl Irom IWV.) to lOM ‘21 pe sous 
]H'r 1,0(10 fell old of a givc'ii numher of mamdacturing imluslnes, 
Id) aflddional fuTvSons to each thousand (*mplovcd were lakc'n on 
fletw’ccMi 102, *1 and 1020, liowe\(*r. the avc'i'.ige numhoi' who fell oui «'f 
(‘inploymeid ri'S(' to 10 {km* thousand and the* numher taken on tell to 
IT) {>er thousand, not over a five* year period hut over a two vear 
period There* was thus both a net de'ficd of eiufilovmeid and an 
aesK'leruted tide* of diH{daceinent ” 

WliMt IS true of America is also true erl other (*ouidrie‘s 

O’he Hepetrl sugge'sts that mie* of the luudamental m'fh''ds «)f meeting this un- 
fireeedented un<'nip1<»ymeid , whe*th<*f cau-.ed hv cvdical, Ntrik'tural or f(*clmologi<’a] 
rease)ns.- would he hv ine-reasing the e-onsmn{>tion-]'ower of tlu* mass(*s. Bv so 
(lojng tlu* eijuihhrium lictwc’en produet'on and consumption would he re* 
established 

This flierefetre leads to the <]iiesfion of wage. Wage cuts, though resorted 
to with less insistence, have nevortimless been univeM'sallv utilize’d as one of the 
major me*thods of meeting tl»o depression A few* figures given below will 
suffice to show the wage re’dui'tmn timf has been brought ahonf : 

Tnprx NrMiiKRS OF ■Nomi\’al W.vr.rs Basf, 1027-^100 



H):io 

19,T2 

Australia 

99 

68 (rJiine) 

Canada 

105 

97 

Denmark 

101 

101 

Germany 

116 

92 (Nov.) 

Great Britain 

96 

95 

^lUly 

100 

86 


0-1 

60 (Dee.) 
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Willie, ()1 course, the fall in real income was not as j»reat as in nominal wages, 
clue to ‘a general fall of prices, yet the total wages hill fell considerably due to 
the heavy amount of unemployment. For instance the purchasing power of the 
wage*eaming population shrank by 48 p. c. m the United States, by 20 p. c. in 
Germany and by 10 ]). c. in Italy, in Great Britain it shrank by 10 p. c. 

This decline*, however, has to he offset by the subsidies labouring classes 
liave leceivcd through unemployment benefits of (me kind or another. 

The Keport suggests that the cure lies not so much in curtailing output, as 
m increasing if, and adding to the wages bill. The Ileport puts it thus : 

“ Clearly the only sure way ai promoting t’ade rcMval is by increasing 
output and increasing the national wage bill. Until the workers as u 
whole are able to consume as freely as they did before the crisis, ther.* 
is no solution in sight ot the problem of declining prices, which induce 
declining output, which in turn induces increasing unemployment follow- 
ed by still further shrinkage of purchasing power.' 

In spite of this deflation of wag(‘s, there seems to be no reason to assume 
that the unemployment sif nation has thereby been eased off. Some of course 
maintain that wages cut have not been drastic enough. Bui such action, apart 
from being difficult, is at the same time, not so necessary. Human labour is 
last being replaced by mecbamcai t'quijmicnf, and so the w^ages bill is of dinniusli 
ing importanee in costs of production. In mining, labour cost is still the highest, 
representing from (30 to 70 p. c of the total coat, while in the manufacture ol 
margin wages represent only 0*0 p c. Between these two extremes there is a 
wide variation in the proportion of costs, but in a gioat mimher of important 
industries, wages would represent about 30 p. c. of the total costs. Over-head 
charges are now grow-ing in their importance. Ho eijonomy, by w'age-costs is no 
huigcr an effective method in reducing costs. 

The RejKirt very clearly believes in tlie efficacy of reflation rather than 

necessity of restoring the workers spending power und of enabling him to buy 
what agriculture and industry are able to produce in abundance. Just as 
unemployment breeds moic unemployment so employment broods more emjiloy- 
ment,” 

The Seport very clearly believes in the efficacy ol reflation rather than 

deflation. 

The question of social insurance is then examined. The influence of the 
depression on social insurance has been very marked. Contributions have fallen* 

resources of insurance institutions have been strained, and State assistance has 

been considerably curtailed. Strict economy is practised, supervision has become 
stringent, and benefits have been curtailed in amount and duration. The daily 
sickness benefits are less than half the workers’ actual wages, and invalidity and 
pensions in most countries are from to 30 p. c, of annual earnings. 
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1’h<’ Vvhc/ir tiohcnio ol wwial iiisurunco ih thoretorc under ver\ }.fru\e (la.nu[('r 
Sliould If lireak under the Miress (»! the depresHUm, it uill deeply darken tli»' 
future fiopOB nf the eniiiini^ ^^ene utions nt workers. 

The Kepnrt after aiuilysm^ the Hoeial < oiise(pien(\‘s o* the prevailinj^ werld 
deptCHBion. rehiten uliut has l)C(‘n a<fiieved by the Offue diirui^f the >ear This 
IS. aH it were, the Keeniid niam furt nf tfie refmrt. 

An iiiereaHe in ratifnation nt {'onventimiH uas nntieed tins year. The \ear 
was reeknned frniii 1st l'"(*bruur\. ItKVi in 15ili A'lureh, l‘.k‘kh Tlie leaehed 

tins \ear was 50, whu-h is llie same us it \\as inr 10*25, hut nnt as hi.eh us in 
1020, wlien 77 ratifieul mns wei<> r(‘]H'rted Twenty-nne nufinns sent in (h 's * 
K'finrts, reterrino i,, jvvent\-nne ddh'rent (’niivmirnais The markin^j nf “heave 
w.Mohjs" reeeivial the Jar^xest nuiiil»er nt adhesmns OOie Kepnrt ulst^ diaws 
speeial uttenlmn In the vvlinje-hearted t n-o}>eratinn it has received trnm the 
Spanish Ih'puidK' It alsvi states that the vvnik nt the ( Irf^anisatinn seems in h* 
r('eei\m^^ eiviuin^? ie(<i”nilU'n in Latin Ameriea. .onntiies 

Since the last Assmnhh, 'J’urkev and Jiacj have also joined the dr^' am sat on. 
and the tnrmer miintry has intmdined a new Jjahmir ('nde in eonsultat mn with 
iIk' OtVice. 

TJie (invermn^^ Undv in A(»riL L.k‘i2, sel up a special t’nmmiltec in Innk into 
the dvei-sins •^inwanees and (hwjse means fn renin\e them. It is enntemphiieil 
tn increase Over-seas rejireseiitaf ion Mr Weaver lias hoeii deputed t(» studs at 
first haml the conditions ]irevailin‘» in India, Iraij, Lersia and Tiirkev. Oihei 
missions abroad arc also heinj^ sent out. Sir Atul Chatierjee's elevtioii as 

Ohairman ol the (lovernm^ Hodv lor llm; rear has '^one far to afipease Over seas 
elaims The rc»talioii system m tiie eleetmn of the Chairman will alsn hi'lp to 
I'elieve a real f^rmsanee The I Fi.O. Year-hook. Sfuilies in Social Insaiaui c, 
and the puhlieation of Inifiosi ial Comlittons m Ja)>an deservt' sjieeuil notice. 

Financially the Or^uiiiisation in common with other institutions, has suflered 
much loss of income. Last year contrihulions covered only H5 p. c. olf t)ie hud^'el 
Ih-asi.ie economies moani a savjn*^ of 0 p. c. ot the hudf^et. StatT char<n'>' 

represent 75 p e. of the whole luidi^et. The 3ve})ort pleads for fmaneial support 
if the efliciicy of the Oi^^anisation is n<»l to be crippled in a period whem its 

serviees are most called for in the present world Hituatuin. 

The lesolution put forward by Mr. .Toiihanx, representing,^ the Workers’ ^roup. 
with tlie valuable amendments of TVof. O’Kahilly, w^as most nujiortant ; tor, in 

a sense, it was respormihle for bnrif’ing about the World Fconomie Conference, 
Three memhers of the Goveniinf? Body, Br, Weiffcst, Dr. Oersted and Mr. .Tonhanx 
;^ave valuable help to the Committer df Kxperts m prejiarin^jf the materials for 
discussion at the World Conference, 

The Befiori noiues to the conclusion that rationalization an<I (*on»e(juent un 
cnifdoyiuent, forcefully point to the cxaniiiiation of the (juestion of hours of work. 
The reduction of hours of w<>rk is no lon#?er a social neecD hut an economif* 
necessity. The purchasiru^ power of the workers must ho maintained, and this 
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cttn only be done by keeping them employed at ddl wages and at shorter hours. 
Wages 4re not now merely a matter ol l,argaiu between employer and emiiloyed* 
but are an essentia] matter m tlie subtenaiiee of iiiarkels. 

So it IS to ibo bolntjon of these new pioblenis that the new Directoi of the 
Organisation, ('hUh the attenlKni (t the iiidiisfrial world. It is world eollabo a- 
tion 111 the mat ter, eiirreiiey and credit regulation, tarifl' reductions, production 
fuograinmes. puhlie Jiealtli adivifieH, development of international works of 
importance, liki’ (‘led rificat ion, (onstruction (»f dwelling hoiiscis for the masses, 
ami ab(Oe «ili in tlie maint(*nance and im[»rovement ot the. working nu*n*H 
Ntnndard ’ ihal the mam help lor the iiplitf ol the Depression is indicated. 

S. K. IUmhu 


'I'ni' Aut Ol- ( I’ATini r.AMvi\(., hv Tl D Hawli y Published by Jiongman, (Ikmmi 
and ('o., liiiiidon Pp \ii, and KM, Prici' 18 s nd. 

^IMns IS a colled ion ol a iiuinhei of essays tlealing with the mondury prohloms ol 
the Kurope ol todav 'Kho sullied is introdiieed 1 \\ two (ssays descrJlung recent 
events, one on Drench Monetary Toliiv, and the otlier on the Wall Street 
speculation ami the crisis d Ii'rjtt These firovidt* an approacli by laising 
problems of ('entral Ihinkmg m )aniciical t(»rm, 

n’he third essay is entith'd (kmsnjuers’ Income and Outlay. It gives the, 
author's system ol mondarv unalvsis. In the fourth essay is given the art of 
Pential Hanking, The author Inns startl'd with a. destu'iplion ol tlie, evolution of 
the art ol central hanking through the pTactie-cR of the Hank of lOngland iri the 
art and tJien to an mterprelat ion ol recent events. In llie llicjorctieal exjiosition 
nmereenih century, and has them pioct^edod to a llieoretica) (‘xpositiou otT the 
tla' fundamental principle is the ]u.\ver ol the Central Hank through its reguia 
turn of ciedit, to bring about what the. author calls a “ release of cash,” or an 
al/sorptum ol cash ” and thereby to enlarge or to (‘ompress the cousunierB’ 
income and outlay It is through the exercise of that power that the Central 
hank discharges its responsibility a.s the source of money. One df the most 
important conclusions in regard <o the art of central hanking is that the power 
of a central bank ought to be used to prevent undue fluetuationB m the price 
level The e.ssay entitled Money and Index K umbels is devoted to showing what 
im^aning ought to ]»e given to stability of the price level for the piir})ose of auch 
meaeures, 

The sixth and the seventh essays are a criticism of Mr. Keynes’ Treatise on 
Money. After (‘ntieaJIy examining Mr. Keynes’ views the author examines the 
proposals which Mr. Keynes made for modifying the technical practices of 
central banks. The concluding essay shows how intimately the various remedies 
lor unemployment which come under discussion whenever business is depressed, 
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tore related tu the mstrumeiit ol central 1 ) 1 ^ 11 ( 111 ^; and ilit* eularj^eineiit and 
coiJipi‘e«8ion ol the coiiRiiinerfi’ income and ou1la\ 

B. 0. B. 


ImjonoMICS ok P>ankin(«, TiiAi>K AM) FiNANc’K, bv J. Siepla'-HKon and N. Hranb)n, 

Sir iKftac ritnian & Souk, Lti! , J‘Kld. rnw 7s. bd, }*p. .‘172. 

The monetary n*conBtructu»n ol the world boon alter the War and tbi‘ 
monetaiy eriaob in recent years liii\e all b(‘en responsdile ior a good deal ol 
literature dealing uitli the various dilleicnt a.speits ot Made and finance. Ol 
sucli literaliJie, twt» eNumples ol the niowt notal)le contribution to knowledge are 
llie Macmillan (lommitt(*e Jteport v\illi \«)lnmfs eonluining miieb valuable e\ idenee 
and the lleporls ol the (lold Oeb'gation ot the League ol Nations. Hut thest' and 
other works mak<‘ lengthy reading m wbuh an averagt* reader is apt to lose his 
way. In the book under i*evie\\ an attempt is made bv Messrs, Stephenson and 
liranton to jirovide witbiii a small eompass ‘ an at curate view ui the system 
of I ratio and tinaiiee as ii exists at tin* present day and to examine some oi iis 
outstanding problems.' Tn tbeir tiealment the authors liave taloui eommendable 
care not to .saeiitiee exposition of the mam piuieiph's to imparting a knowledge 
ol contemj)orai‘y twonts but baat' sought it) elucidate gtMieral ])ruieiplos and 
illustrate their operation b> lefereiiee to ncent events. 

The book has a fairly wide scope, it opens wnth an (‘xamiuation ol ihe rela 
tionshipK between money ami (be g(*iieral level of priees distinctions b(‘tvve/n 
ditTcrent infmetarv standards and nature and signihcancc oi credit. There a»o 
useful eba])lcrs on llu* Money Maiket, Stock Kxehange, Foreign Trade, Tarilf 
I’oliey, Foreign Fxcliange, Finaneiul Crises and Public Finance. As one reads 
Unough the book one eannoi but be iinpre.ssed by the judieious use tJie authors 
have made of current litoratnri' and one uulv wi.shes lhat the treatment w'ere a 
little more exhaustive than it is I’lit (he authors have w’l'll suerc'cded m 
avoiding controversial matter and providing an interesting presmitation ol some 
ol the •complex probh'ins of money and rmanee. The book forms an excellent 
introdui't ion to a furthcT study of the .subjects wutli which il deals. 

L C. J. 


Essays 'BiocmAPHY, by John Maynard Keynes. Macmillan k Co., London, llkTi. 
Pp. 018. Price 7s 6d net. 

This volume is divided into two ]mv\H~—Skeivhrfi of Pohtinatif! and of 

Economists. The first part is taken up mainly with chapters on Mr. Lloyd Cleorge. 
Mr, Bonar Law, Lord Oxford and Mr. Winston Cimrehill : and the second 
part is concerned chiefly with lives of Bohert MnJthus. Alfred Marshall and 
F. Y. Edgeworth. 
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Most ol tJie esHO-ys, iIuj auitior lolls uh in ilie I'reface, “ are based uu direct 
HctjuaiiitancO. i bey woie coinpOMui uiidtT tbo iijiinedialt iud»ro6Siou ul tbo 
cliaractors doscribed ’’ and ‘ arc ollorod to the reader (except in the case ol iJu 
essay on liobeit Maltlius) as l»eing ol this nature — not written coolly, loii^ 
aiterwards, in the perspective ol Instory ‘ 

Jt JK the seiMnid jiart that is ol ehie. interest to us especially because it 
eontains “ scattered eoniinentary . on tlie history and progress ol eeonoiiiic 

doc’tnnc.” As regards tins eliaraeteristn , v\e might, in the lirst instance, note 
the divergiaif linos along which Mallhus and Uicardo v\ anted to develop 

economic science — the divergent lines which are revealed by the correspondence — 
‘‘ the most imjxjrtant literary coriespondonce in the whole development of 

Political Economy ” ^ hetween these two ectmomists Those lines ihe author 
indicates in the following words • — ' Kicardo is investigating liic theory ol the 
ihstnhuiioyi of the i)roduce in conditions ol oqudihrium, and Mallhus is concerned 
with what det(‘rinincs the rolume ol output day hy day in tlic real w^orid. 

Malthiis IS dealing with the monetary economy in which we liappen to live; 

Kicardo with the ahstniction ol a neutral money economy ” ([>. 1-‘3H) But the 

Ivicarduifi line ol approach became doniinant in the hundred years lliat lollovved 
and the Malthusian one was jiractically rejected Tins the author says “ has 
been a disaster to the progri'ss of economics ” (p 141). ” If only Mallhus,” he 
writes ” instead of Bicardo, had been tlic parent stem from which niiiete.^nth 
(entury economics proceeded, what a mueh wiser and ludior place the world would 
he today ” (j). 1 M ). 

Vilest, we iniglit notice what the publication ol Marshairs Principles of 
Pvonomirs, \'ol. 1, meant m the realm of econoniK' thought ” It is dilVieult 
Mr. Keynes olisoives, “ for those of us who have ')cen brought up entirely under 
the influmieos of Marsliall and his hook to approciote, the position of the science 

m the long interregnum hetween Mill’s Ptivciples of Political Econonn/ and 

Marshall’s Pnnciplcs of Erorionucs, or to define just what difference was made 
by tlie [luhl leaf ion of the latter ' (pp. 2*21 -‘2‘2>. Hiil he defines tlie position very 
tersely when he says, “The T^ew' I’nlitical Economy had arrived, and^tlic Old 
Political Economy, the dismal science, . . had passed awuiy,” (p. 221) for 

Marshall laid ” proper stress ’ on ” the ethical element “ and luimanisod the 
dismal science. 

Eor reasons of space we would not give here thi* specific contributions of 
MsjiTshall to economic doctrine and inoneta.ry theory so clearly set forth in the 
essay on him, but we cannot resisi the temptation of rjuoting the <|ualHie8 
which, according to Mr. Keynes, a master economist must have, and the possession 
of many of winch by Marshall was rcspoiisihle for the success that ho achieved. 
Eeonif?nics. says Mr. Keynes, is “ intellectually regarded, a very easy subject 
compared 'VvotU the higher branches of philosophy and pure science. Yet good, 
or even coTiipeteiii, economists are the rarest of birds.” Why? The answer 
is that ” the master economist must [lossess a rare lomhimtfion of gifts. He 
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niuat reach a hijrh etandard m several <Uffcrent directions and nmst combine 
talents not often found together. Ho nmst \iV niathematician, historian 
Btatesman, philosopher— in Siunt' degree. Be must nnderstiind symbols nnd speak 
in words. He must contemplate tlie particular in terms of the general, and toucli 
abstract and conereto in the same flight of thought He nmst study the present 
in the light of the past for the pin'poses of the future, Ko ])art of man’s nature 
of his institutions must lie entireK t>ut^ido his regard. He must be piirp<isefu1 and 
disinterested in a simultuneous mi»od , as alool and ine<)''nipt ible as an artist, 
Aet Homrtimes as near the cartb as a politician ” 

a. D K 


\ M VTFIFMATICM It i V’oHMn? ATloV oK Till’ tiFM'riM Till Oin OK 1 n’TFRN \ I'loN M I’llMM , 
bv T*rof I’beodore Otte ^ ntema Tlie Oni\crsitv of ('‘Incago Tress, rhicagn 
Trice, $2 50. Tp wii 4 120 

Th'ofessor Ynteina lias pro<lnced a scholarlv woiK on the theorv of International 
liade Ot all the theories pertaining to the \arions departments (4 the science of 
l<k'on(nrues perhaps the nmst Insemat'ng and proliably the most (‘onfnsmg to the 
student of' economics is the theorv of international trade The nulhor has there- 
(I'le chosen an important siih]eet tor his dissertation 

The theor\ r*r infer state f>r international trade is not new It has been 
tri'iited and retreated hv the cUissieal and neoclassical vviilers: and yet it 
remains essentiallv unaltered The 'eviewer, luovever. feels, ns manv economists 
must be feeling, that there is much in the theorv that remains imperfeetlv under 
stood, with the result that undue emphasis is iisnallv laid on the difference 
between domestic nnd internntional trade The main difFeren<*e fwe imiv sav the 
only differenec) in the theories m)vo»ninL»^ these two tvpes of trade is due to the 
prevalence of a greater degree of immobnity of* the taclors of prodiietion in th'^ 
ease of trade between nations For the sake of simf)li<*itv the theorv of interna 
tional trade, as any other theory, is worked out under a «pt of assuui])tious 
more or less true The proper understanding of the inmlicah’ons of the theorv 
therefore, depends on a elear realisation of (hose fis'suinntions The nutho’’s 
great service to the student of econoni'cs lies as nuieh In the importnnee giv^n 
to the limitations as in the earefii] manner in which ho relaxes them in order 
to anproach the problem in its more realistic aspect. 

The treatment of the lio^k is. from the point of vew of the "oneral reader, 
unfortunafelv too verv mathemafieal to he easily intelHf^ble But the fault is 
rather of the suhieet-matter than of the autho". Aeenraev of treatment could not 
}»svp been obtained bv a, less mathematical analysis. The author has not 
f rmidoted a theorv of International trade fiindan.entallv different from the 
'’^a*sk*al theorv. The originality of the work ran, th'^re'^ore. eonsist onlv in the 

F. 16 
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(lctai)ed and painstaking? inathoraatical analyses of the various problems connected 
with international trade. 

The book contains six chapters. The second chapter deals with the general 
ccjuilibriuin equations. The problem of multiple countries and commodities is 
at once taken up and perplexing notations thus arise. Quantities X and Y are 
given three snbscripls. The tw'o important equations used are — (1) quantities 
exported equal tpiantities imported, and t2) the value of exports equals the value 
of imports. The author makes use of prices instead of sacrifice costs, and 
believes in the siij»criority of this method of approach to the problem of inter- 
national trade. Were it not for the mathematical treatment adopted by the 
author we would have differed from this view. 

Tn the third chapter the limitations of the second chapter are relaxed and 
The obstacles to trade caused by prohibitions, duties, , bounties, transportation, 
costa, monetarv changes and monopoly are recognised and adequately taken 
account of. 

Tn the fourth chapter some of the problems of international trade are 
graph’<*ally explained. Here the treatment is not as rigorous as in the rest of tho 
hook. In the first place, onlv first degree equations f straight lines) arc cmploved 
and. secondly, tlie demand supply equations of only one country arc represented 
bv lines and the poftfiihlfi amount of import or export is indicated with their 
help The treatment is not erroneous in any sense but it is certainly leas 
illuminating. The speeial, or as the author calls it, “ exceptional,” case of a 
negative sloped supply (<urve (decreasing coat curve) treated on page 42 is 
specially noteworthy, although it also suffers from the same drawback caused bv 
considering the cose of one country onlv. 

Tn the apnendix the ‘-econd sectmn on ” Other Fonnulations of Tntornational 
Trade Theorv ” is interesting and should prove useful to all students. 

J. K. M. 


Tttk Tntfbnattoxat Yraurook of AoKicFTTUBAn Statistics. 

The Tnternational Institute of Agriculture at Home has recently published the 
10.*)l-32 edition of the ” Tnternational Yearbook of Agricultural Statistics.” 

This volume of about HOC pages is the result of the most extensive and 
detailed inquiry made in the domain of international agricultural statistics and 
constitutes a work of the greatest imnortance to all those who are interested in 
questions having a direct or indirect relation to production and commerce of 
jM’^ricultiiral products. 

In the first T'art of the Yearbook are classified the figures for area and 
population in the years nearest to 1027 and 1031 for 208 countries : the presenta- 
tion of these funires throws light upon the world situation from the geographical, 
political and demographica! points of view rluring the post-war period. The 
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sec<md l>art is coiiipoBed uf a serieR of tables (‘oiiiprisin^ lor nearly filly eountnea 
the availidde data eoncerninn (he uses for whieli the total an*, a is employed, the 
apportionment of cultivated areas betv\een the dilTcrent crops, affriciiltural 
production, numbers ol the different kinds ol livestock and the jiroducts derived 
from them. In th(‘ tahlos constityting the third part ol tlie volume, have been 
indicated tor nearly 10 a^oucultural products, the area, production and yield 
per acre in each country diirin;j[ the five years 19*23— 27 and diinn*’ each of the 
\cars from 1928 to 1931. 

For each kind of livestock all availal»lc fe_»urea m the different count' les have 
)»cen iiroupcd for tlje years 1927 to 1931 A )arj][e part of (he volume is devoted 
to statistics ot the (‘ommercial movement of 13 vefjetable f>ro(luetR and 13 products 
of animal origin. The fiaures published lelate to the imports and exports during; 
the calendar rears and lot (lie cereals also rlurinj^ the commercui] seasons 

It mav he added tliat the tables of production and commerce not only specilv 
details lor each country hnt also the totals for the different eontinents and 
hemispheres and for tlie whole world, allovvinpf the foimation ol a ^eneial idea 
of the chan^ms takin*^ place durintr the periods under (*onsideralion m the area 
under <’aeh fTO)i, quantities harvested and the commeieial movmnent m each 
product 

The part devoted to prices contains the weekly quotations of 25 a.;;riculfural 
products on the prmcijial \\orld markets for the period January 1927 to July 
1932 Tn the freij^hts section will he found the <|uofationR foi the transport of 
w'lx'ut, maize and rice on the most important shippinj^ routes, and m the, section 
re'^f’rved for fertilizers and chemical products useful in ajjfriciilture are published 
statistics of produeti<»n, trade, consumption and |>ricos for 15 products In the 
AT'pcndix have hneii hroiifihf topfether special chapters on the distribution of 
a'.iricidtural holdmp^s accordin'^ to their size and mode of tenure The Forostrv 
Statistics ha^e been extended and develo]>ed and will he published in a separate 
volume m*de»* the title of • Tnternational Yenrhook of Forestrv Statistics 
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1 1 will \}v wiili M ji’i eiit soll^(‘ of iHosoual loss and ^rief that 
(lir n»acl<‘is oi I his loaraal ^\ill roroive fhp ik'ws of the passing** 
invav ol Prnl. I?. M. Joslii. Even to those who were near Inin, 
his collapse was a ^leat and ]>ainfnl surprise. For thou^'h he had 
])e(‘ii ailint.i for a Iona* time, it wais only last Man'h that th(‘ (hvil 
Sin i»eon lioj] confidently adA’ised him to resume liis professional 
noik. fie did so in June. Yet, within nine days of his appearance 
in the Folleue, he was called aA\a\ trom his earthly sphere. 

Prof, foshi had a brilliant career in Pomhay Pniversity durinc- 
which lu' dist inf»uished himself as a strident of lant»*ua< 4 ‘es, paiti- 
eulnrly Sanskrit. After a brief career as ])rofessor in the 
Fer^usson Folh'ue at Poona, Oniarat Follei'O at Abmedabad and 
Svchmiunn (\)llei;e in Pomba\ be sailed to Fnoband for the study 
of Feonomies in liondcn TTi^iv^vsit v. There also, he continued his 
rec'ord cf (‘xeelletit wairk. wiimiin»‘ tlie tiladstoue Afemorial P 7 ‘i"e 
for Fc'cmomic' Tlioorv Affer his returu, he wais apraiu appointed 
Professor of t^]eoiu»mi(^ at thc' Sydenham rolleee, Pmnhay. 

Tie load outstandino' cjualilies ns a feacduw and scdiola^*. Yo 
one who came in contact with liim (‘onld fail to observe that, 
wliethei bi the fbdd cd' (‘('(>nomir\s, rolioion or any suhjecd- of 
^’eneral bnoortanc'e. he had \"erv clear-ent and definite views. 
Moreover’, bc' always ^ilcaded them with a sincerity and earnestness 
which. (’V(‘n when T>rn\'okinp; dissent, c*(»nld not but win respeet f^T 
the m(»n ;ind bis ideals. As a teacber, he had in an luinsual 
measorc lie* j?;ift cd* lin*id, concise, and troTicdiant expression, wdiieb 
madc‘ him very pfunilar indcMnl with the stndcmt Avrold. TTis out- 
look c»n lifc» AAas ref?e>b’»oo’lv optimistic’, his most favourite text 
outside* E(‘onou)i('s Icino the Phaeavat Oita. TTis views on 
economic* spbieets had a defi>iite naticmalist bias — a 'junlitA^ rare in 
those* who have ac’c'entecl th'^* limitations of Government Service. 
Ip private re1*cfion< he* was a ‘renerfms and anpre^uatiA^e. if a 
somewhat sensitive, friend, 

TTi^ small l'c»ok on flo* ‘Pvnort Trade of India, and his puldish- 
ed le»*ioM*s entithnl An <h»tllne of Fc’onornic* Theory, are models 
of writino* c*lear, brief acenrale, vet mainttnninfr a sustained 
n>t<>rpHt throm^'hout . Themo'h these u'ive inadeounte evidenc'e of 
tt*e real rower and rano’c <^f his miticl. vef mabe n-^ w'ij^h 
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.sincerely that we had more from his pen. He also wrole a niiiuher 
of articles in various Journals, among which may be meniioned, 
“ The Place of Economics In <he Educational (Curriculum,” 
“ (Central and Provincial Financial Relati(»ns,’’ “ A plea for tlie 
Reconstruction of the Financial Resources of the Provincial 
rTOvernments and Local Authorities in British India,” and 
“ Division of Fun(*tions and Division of Resounds in India,” 
which appeared in the Indian Jcmrnal of E(‘.onomi(‘s, the last two 
being read at the Mysore and Allahabad (^)nterences. llis 
devoted and extremely ethcicnt work as the Secieiarv of the Indian 
Economic Association for a long period does not need spec'ial 
advertisement to the readers of this Journal. He was a veiy 
enihuRiasti(* member of the licague ot International Fidlowship in 
Bombay — an evidence of his deep con(*ern for the great causes of 
humanity. But the greatest and most permanent monument 
which he has left behitid him is the oral tradition, which his many 
devoted pupils will no doubt pass on for years to come, even after 
his name has become a men* memory. 

lie leaves behind him a young widow and three children and 
a very large cinde of friends, admirers, and students to mourn his 
untimely death. 


S. TC. M. 
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1 

Tlie decline of international trade has lately been causing 
grave anxiety. According to the latest statistics published by the 
league ot Kations, the worlds trade, lueasuied in value, has 
declined by 05 jier cent between 1029' and 193S. In other words, 
international trade is to-day only a third of what it was in 1929. 
The following table indicates the fall in the trade of countries, 
representing nearly 9<} per cent of the total of world trade: — 

Fall of Imports Fall of Exports 

Per cen tage . Pe r < ‘.e n t age . 


1929 (First Quarter) 

1(H) 

1)H) 

1930 


92 

89 

1931 

3f 

(iO 

02 

1932 



41 

1933 

a 

35 

35 
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Indeed a certain part of this fall was due to the slump in 
prices/ but the fall has not only been in the vahie of the world 
trade, but also in its qitanlimt, as the following table will show: — 

Fall in rahfe Fall in quantum 

from the ]>revious year, from the previous year. 


1930 

19% 

T% 

1931 

23% 

9% 

1932 (first half) 

34% 

12% 


It has been said thai such a rapid decline in world trade is 
due to the rising* tide of economic nationalism manifesting itself 
in high tariff walls, exchange restric*tions, im])ort (juotas and other 
devices which have been resorted to for reduf‘ing imports in most 
countries. Indeed this is greatly true, bui it is not enough to 
stop there. We have to ])robe deeper into the causes of such 
restrictions. What appear prima facie as hiiidraiu'es to world 
trade are themselves, in another sense, an attempt on the part of 
world economy to transforia itself into something more stable and 
equitable than the system which has fuiictioncd till now. This 
requires explajiation. 


II 

At the close of the lyth century, world economy was base*! 
on a not very equitable division of labour between one part of the 
\rorld which ])rodiiced raw^ materials and the <dher pai’t W’hich 
turned tliem into finished goods, lloiighly, the division wa.s l>e* 
tween Westtu’n Europe and the rest of the world. Certain regions 
in Western Europe and some in Ts'orth Ameri(*a specialized in the 
large-scale manufacture of goods; and countries in h"astern Europe, 
Asia, Africa, and South America became the market for the sale 
of Western Europe’s finished goods and for the purchaflo of raw 
materijils and foodstuffs which were abundantly produced in those 
continents. G^reat Britain held the hegemony of the industrialized 
West, and not only did she become the factory of the world but 
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also managed the shipping, banking, insurance and foreign ex- 
change for a good pari of the world. As a result of the great 
profitableness of these (x^cupations, Aveallh increased fast in West- 
era Europe, and although it was not equitably distributenl it 
gradually fiJiered down io the masses, and in result, there arose 
in Western hiirope, es])ecially in England, a standard of comfort 
which till the AVar was the marvel of i,he whole world. 

While thus the national dividend of the industrialized West 
was grooving rapidly, the eijonomic ])osition of the rest of the world 
remained stationary, and its standard of living continued practically 
at the old low level. It is a well-known fact that the exchange 
(d products between industrial and agriculluriil countrie^s has been 
long going on at a loss to the latter. Even in the opinion of so 
cautious a statistician as Sir Josiah Stamp, “ the world as a whole 
and over a given length of time has almost certainly been fed 
below cost pi'ice for the last 100 ,\ears if one takes into account 
th(' pro])er elements of cost,’’* and this view has been supported 
by other equally competent students. 

Indeed wheie agriculture has bec'ome capitalistic and on the 
large-scale — -chiefly by the ca])ital and (uiterprise of Ihiropean 
settlers — there has been an increase of economic prosperity and a 
slight rise in the stajidard of comfort even of the native ])eople 
around; hut in India and China, which contain nearly half the 
world’s popTilation, small-scale agriculture and uneH'onnmic hold- 
ings persisted and no api)re(*iable economic improvement took place 
till quite recent times. The purchasing pow^er of the Indian agricul- 
turist can be judged by the fact that even in 1928, a year of high 
prices, liis per capita income was co'm])iit-ed at only Ks. 45 per 
annum.* In the same year, the average income of the Amoiic^n 

* World Agriculture — An International Hurvey (1932), p. 260. Hee also the 
views of 8ir Thomas Middleton, the Kt. Hon. Orm8l)y-Gore and otliers, 
pp. 266—59. 

1 Indian Central Banking Committee Heport, p. 39. 
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ugricultxiriHt was about K^. 900 aiul that of the Aiumcuu industrial- 
ist about Eas, 2,f‘l(K> pel* aiiiami. 

The result is a disluirmouy ot the most unfortunate type. On 
the one hand we have a highly etti<‘ient mac hine industry in th^ 
AXest, ready to pi-odiiee tons and tons of goods at rapidly falling 
])ii(‘es; on the other, we have the hungry masses of India and 
(jliiiia and Africa wlio are unable to buy those g<H)ds even at falling 
jjriees, because^ their jinrcdiasing power is ineredibly low. Recent 
ucduevements of machine industry in speed and efficiency' have 
beaten all record, and to-day a single labourer with the help of 
an up-to-daie machine can do work which even in the middle of the 
IDth ( entiiry took thousands of labourers to < any (Uit.'-^ The limit- 
ing factor is therefore no longer ])roduc‘tion, but consumption. 
There bavS been a lag in purchasing pcjvver, a lag, which to-day 
offers a jxnverful resistance to the increiise of pioduotion all over 
the world. Sueh a lag is perhaps inherent in the ])resent system of 
industry and cmrrenc y ;** but it has been aggriwated by the t,\pe of 
world economy whu^h prevailed till lately. The industrial cotintries 
went on accumulating capital, and contij)ued to produ(‘e consum- 
able goods of fine quality, Imt the agricniltural countries, where 
dwell the bulk of the world’s jiojuilation, have not the wheiewithal 
to purchase them, in sjnte of their moderate ])rices. The indusirial 
nations did not realize the fact that their pros])erity is dependent 
on the prosperity of the agric*ultural countries; and they went on 
perfecting the techniejue ot production leaving consiimidion to 
automatic adjustment. Shrewd observer's knew that a world eco- 
nomy based on such dis])arity cannot long function, and they 
predicted that the nemesis would pursue the steps of the industrial- 
ist when the impoverishment of the agriculturist would affect his 
selling powers.^ 

2 Several ttBtoundiog examples are iouncl in Arkwright, A. B. C, of 
Technocracy; and Julian Hnxley, The Age of Planned Power. 

3 Bee in particular, P. W. Martin, The Purchasing Power. 

4 Sir JoBiah Stamp, cpioted in World Agricultiire, p. 260, 
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Such a inMiiesus bus almuly anived, and the world to-day is 
ill its World ])nces have sliuu))ed heavily; but the agiicul- 

lurul prices have sliiniiied more heavily than non -agricultural 
])rices. In the Ignited States of America the prices of farm (com- 
modities have fallen by nearlv tiO per cent troin the level of 
but the pric('s of finished jiroducts have declined only by 21 ])er 
cent."» Kven befire the trade deju-ession, industries were faced 
wdth the stcmewall of iinder-('onsuniption in the ]K)puloiis agricul- 
tural countries; and now, u ith siud) wide disparity between the 
piice of raw materials and finished goods, the agriculturisi’s 
purchasing })ower has shiunk by more- than one-half; this lueuns 
that his incmne would liardly suffite for fixed chaiges such as 
interest, lent and taxes, and that his ])Ui*chases have to he very 
restricted. It is said that th(*re is an o^ ei -jirodncdion in seveial com- 
modities, but wlien such over-])roduction exists in a world where 
full three-fourths of the po]>ulation are ill-ted and ill-clothed, it is 
char that the real (ause is the lag in purchasing j)ower inherent 
III the present industrial s,\ stem and in the rrcsent distribution of 
wealth lad ween agricultural and industrial (amntries. llestric- 
tion of ]U(uluction (aiinot he the proper remedy for such a malaise; 
as Mr. Neville (Miambmlain suggested, ex])ansion of consumption 
would b('^ the best solution, and cousum])tion cannot be ex]>anded 
when tin world’s total im*ome is so iimMjually distributed 
ladween the ditVerent countries and (Economic gr(>u]>s. 

We have thus ccane to a critical stage in the w^orld’s e(*ono:nic 
d(‘velo])ment . AVorld eionomy, based on a haphazard division of 
lahc.ur lietween raw-material prcMlucing and manufacturing coun- 
tries has been tried and found w’aiiting. Agriculture has been the 
Cinderella of w'orld economy; it must do all the dirty jobs, but 
get a paltry remuneration for such wnirk. Industry and trade oW 
tained the bulk of the sui*plus, and they flourished for a time by 
an inetiuitable system of distribution, but this cannot go on for 


5 The V,8,A, Year Booh of Agriculitire (1930b pp* 4. 
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ever. It has brought about an economic collapse of unprecedented 
magnitude. The world cannot recover from this mess, unlews the 
relationship between agriculture and industry is more equitably 
adjusted. Machine industry has worked wonders, luit its progress 
is now seriously marred and the whole system of competitive 
industry is hanging in the balance. 

To-day man knows the secret of juoducing all his requirements 
in large quantities and at small cost, and thus the gloomy fore- 
bodings of Malthns have been falsified. But the folly and greed 
of man stand in the way of all these achievements l)eing used to 
maximum advantage. Any improvement of this state of things can 
only come by ushering in a planned system of world ei'onomy — one 
in which the world’s dividend will be more equitably distributed 
between the manufacturing and industrial groups. 

Til 

Indeed the immediate cause of the decline of world trade is 
the increase of tariffs, impoj’t quotas, exchange restrictions ajid 
other impediments to trade. These are all wicked devices indeed, 
but they came into being for the protec*tion of national industries 
against the unfair competition of imports, esi)ecially from countries 
with bounty-fed industries and (lepreciat(»d currencies. Under the 
protection of the tariff, ^ new’ ’ countries in Kuiope and Asia 
sought to develop their ‘infant’ industries and the ‘ old ^ countries 
wanted to foster their ‘ key ’ industries. Kveii Ijefore the War, 
tariff w’alls were in (xisfence, but they became much higher in the 
abnormal conditions during the War. Besides tariffs, there arose 
also requisitions, controls, priority systems, prohibitions of imports 
and exports, price fixation and government monopolies, all of 
which impeded the free movement of trade. After the War, there 
was a powerful wave of economic nationalism chiefly in the newly 
formed States of Europe, which have been busy developing their 
maixulactures. At first, the tariffs were mostly imposed on finish- 
ed goods, but subsequently raw materials and foodstuffs were also 
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included in tLe list in most European c;ountries, as they feaxed tluit 
cheap imports fnun new lands would injure their agricultural 
interests. The situation was further aggravated by the abandon- 
ment of the gold standard in several countries in 1931 , aTul then 
followed a frantic increase of tariffs all round, exchange restric- 
tions, export and import quotas and other devices, which have 
cumulatively brought international trade to the present parlous 
condition. 

Indeed kiriffs are a ver>' imperfect implement for protection; 
they hurden the consumer, and create vested interests. Once a 
tariff is im})OHed, it would be extremely difficult to see it abolished, 
(‘ven after the circumstances which < ailed for it have passed away. 
In a (onntry like India where agriculture is the predominant occn- 
]>ation, it is easy to make the taiift' a means of benefiting the well- 
to-dt) classes at the expense of the poorer sections of the community. 

One may admit all this, but still one may not find the way 
clear for the immediate rediictum of tariff's. Itoughly the princijial 
motives behind the recent iiuuease of tariffs were revenue and pro- 
tection. The O^overnmeiit- of India obtains the bulk of its tax- 
revenue from customs diities, and unless a radical economy is 
effe(!ted, or siune windfall cojiies into hand, one cannot see how 
this Government can reduce its tnriff substantially in the near 
future. The protective tariff' luay l>e reduced to some extent, 
provided currencies of the c<,un tries that have abandoned the gold 
standard can be stabilized. Even if this is done, a good part of 
the ])rotective tariff' will remain in the (*ase of those countries 
whi(*h aie intent on protecting infant industries. Such protecticui 
t.f national industries can be justified by a number of powerful 
reasons, and it is too late in the day for economists to inveigh 
against it with arguments whi(’h found favour with their early 
Victorian predecessors. Even J. M. Keynes, who ten years ago 
cotisidere<l Free Trade as based on indisputable fundamental truths, 


6 World Economic Surrey (1982V, pp. 279-80, 
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has come to think that the advantages of the international dmsioii 
of labour are not comparable with what they once were. Indeed 
tariffs ihay not l>e, perhaps are not, the most effective and the 
least harmful means of fostering industrial development in ‘ new’^ ^ 
countries. This is a matter on which eac h ( ouiitry must make up 
its mind, although some advice from international bodies might 
be helpful, especially at this jun<*ture. 

The nations assembled at the World Economic Conference, 
both in 11/27 and in denounced tariffs, but they have so 

far done nothing beyond preaching a counsel of perfection. Tariffs 
canncit be abolished, cannot be even lowered substantially, unless 

(i) piiblif expenditure in the different (omitries is rationalized, 

(ii) cuirencies are stabilized, and (iii) the indusirial ambitions of 
the different nations arc* someliow reconciled. Tb(‘ last is extremely 
important, because if the <orifliciing industrial ambitions of tbe 
nations remain, ])rotecti\e tariff's will not be lowered. l^incasbiT'o, 
India and Japan are to-day <‘ompeting for a dwindling world 
market in cotton textiles, and so long as ibis is g()ing on, India, 
which has a growing cotton industry will have to im])ORe a ])rotec*- 
tive tariff or n'sort to some (,th(*r less harmful devi(*e by whi<‘h 
imports can be ke])t down. Indeed there are nieans f(vr reconciling 
the interests of all the tbre^e countries am^ let ns ho])p that it will 
soon be done. Similarly the ambitious of the different countries 
in important lines of juoduction, both industrial and agricultural, 
must be examined and an atteini)t must be made to recondition the 
world economy on. a new* ])la.n, locating each industry in such 
spots as are best suited for it and even indicating, if pOvSsible, the 
line of production and zone of marketing for each. Thus the eco- 
nomic equilibrium of the world can be restored by readjusting tbe 
relationship between the different groups of countries and of 
different economic groups, in such a manner as tx> maximize the 
.world's total income and distribute it in the most ecpiitable 
matmer. 

The World Economic Conference which has just concluded its 
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ftjittings has achieved practically nothing in this direction. It 
talked of tariff truce, currency stabilization and international agree- 
ments for restricting the lu'oduction of some important commodities, 
but it has not come to any definite settlement on any of 
those issues. To talk of tariff truce without effecting currency 
stabilization would be futile; and it is out of the question to raise 
prices without pursuing these and other international lines of 
action. There are powerful vested interests io count with, and in 
particular there is the Roosevelt programme of internal economic 
action on which the United States has set its heart. Isow that 
an international economic programme has failed, al any rate for 
the present, the alternatives w ill be a rampant economic nationalism, 
each country going its own way and scrambling for its markets as 
best as it could; or the formation of such groups as the gold bloc 
and sterling bloc*, with pow^erful free-lances like the United States 
of America, Russia and Japan impC/ding the action of both. 
There are no signs of a peaceful settlement in the near future; 
economic autarchy seems to l>e the most powerful tendency, but an 
uncompromising autarchy may produce a clash w hich would shake 
w^orld economy to its very foundations. 


IV 

The idea of economic nationalism has been growing from the 
latter part of the Iffth c entury and has gained considerably in 
momentum during and after the War of 1914 — 18. Till about 
1870, Great Britain had practically a monopoly in large-scale 
industry, but since then Gc^nnany, France and the United ^States 
succeeded in building up their owm industries and they adopted, 
and in some w^ays adapted and improved, the methods of machine 
industry till then pursued by Britain. Thus those nations becamje 
formidable competitors of Britain and there set in a struggle for 
raw materials and for markets. Although those three countries 

F. 2 
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adopted mduj^try^ tkey did not allow themsdtvea to Weema 

»€> paedo^imaditly dt'pendent m indimstry mid cofnimeree ae Britaim ; 
th»y pains to apply scientific methods to a.griciilture and 
developed a more or less balanced economic system, in whiclk* agii* 
enltuire, iiijdnjstry and trade found each a prominent place. 

Dwing the War, the United States and Japan made rapid 
strides in industrial development, but that has not disturbed the 
balanee between agriculture and industry. In the case ol the 
United States of America, in particular, economic seM-sufficiaacy 
has been the predominant aim. The idea of autarchy has been 
pushed much further by Russia in the last few years ; and a country 
formerly depending almost entirely (ui agriculture hae rapidly 
developed an apperemtiy efficient machine indxistry to balance its 
one-sided economic structure. 

Various circumstanfces to-day favour the growth of seM-suffir 
cient national units. On the one hand, agricultural countries are 
vigorously developing their * infant’ industries; and on the other, 
iBjdustrial usations aa?e exerting every nerve to grow more food within 
the cjountry, tor political as well as economic reasons. As machine 
industry goes on expanding in the ‘ new ’ lands, the^ market for 
the industrial products of Western Europe will become more and 
more circumscribed; and the greater tho success of agricultural 
reconstruction in industrial lands, the smaller will be the future 
market for the raw materials and foodstuffs which hitherto came 
from Asia and America. As the World Ecrmomic Sv^vey (1988) 
puts it in a striking passage: ‘‘ The diffusion of manufacturing 
equipment and technical knowledge leading to industrial dwelop- 
ment in backward countries, together with the reliictano© of 
powerful indtistrial creditor countries to sacrifice their agricultural 
industries in order to admit cheap foodstuffs, is leading to the 
gradual narrowing of markets for the great export surpluses of 
agricultural countries.*^*^ 
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Th© gtationary treaxd of population in liurope, and tibe incajeaa- 

yidd of agriculture per mre .by the use ^f scdenitiiic na^ethods 
tend to further weaken the demand for the staples of aigricultural 
lands. In result, there is likely to be less dependence between the 
different groups of countries in future, and interjiiational trade 
may ftirther decline. 

In several ways, Great Britain is unfavourably placed for the 
adoption of a policy of self-sufficiency. The highly ^pecialiaed 
industrial system which she has built up can flourish best under a 
policy of thorough-going tree trade which would enable her to 
market her finished goods and purchase her raw materials and 
foodstuffs in the most profitable manner. Not only does her in- 
dustry produce for thp world market, but her efficient banking, 
shipping and financial systems supidy the needs of a good part of 
the world. Nevertheless even Great Britain has recognized the 
changing conditions in the world’s economic structuie and has 
already launched on a readjusting of her economic system with 
the help of a tariff' policy suited to her imperial position and 
commercial interests. The adoption of such a policy by Britain 
marks au ©pwh in the world's economic development. Thorough- 
going free trade is for the time being a thing of the past. Its 
advantages still remain, but when the rest of the world pursues 
a policy of arrant economic nationalism, not even the most powerful 
nation in the world can afford to maintain a purely free trade 
policy. 

Perhaps ithis (*hange is not altogether unfortunate. The older 
eoonomists justified free trade on the ground that each country has 
an absolute or comparative advantage in the production of some 
oommodity and that all countries would benefit by each sticking 
to its own line of protluction and exchanging goods with 
otbws, free of impediments. In pur© theory, this is all right; 
md even now France would continue to produce wine and Ceylon 
tea, but when it comes to compaa^ative advantage, the practical 
hmxinigB me not quite so clear. It may be that Cuba now possesses 
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a ^jornparative advantage in the production of HUgar, T)ut when 
the resources of India are tappeil, it may be discovered that this 
country has a still higher comparative advantage. Is it then in 
the interests of the world to leave Cuban sugar a free play P Indeed 
it is the interest of the Cuban producers, but it may not be the 
interest of the world. Let the different jmrts of the world have 
an opportunity to develop themselves, and later when it is 
known which pari has the highest comparative advantage, a system 
of free trade may emerge, and an international trade on a more 
eciuitable basis may come into being. 


V 

Thus a policy of economic autarchy is fast developing, and 
it is inevitable in the present circumstances; but few countries in 
the world have the means of transforming themselves bito com- 
pletely self-sufficing ec'onomic units. The World Economic Con- 
ference of 1927 gave a conditional recognition to the ]K)licy of self- 
sufticienc'y, but it was clearly stated that it Avas only justified where 
‘ the size, natural resources, economic advantages and geographical 
situation of the country’ warrante<l it. ]Uit such countries are 
very few. Hardly any State in Western Europe can establish such 
a claim. The TTnited States and Russia are the' two countries that 
have so far stood forth boldly for such a policy. Indeed the do- 
mestic trade of the TTnited States of America is much larger than 
her foreign trade, and she exports only a much smaller proportioii 
of her annual produce than, say (Ireat Britain. She has also vast 
and diversified natui al resources, and a growing population to work 
them and to serve as an expanding home market. With such 
facilities, she may develop a muc^h fuller form of economic nation- 
alism, hut even she cannot be expected in the present circumstances 
to do without her export and import trade. It may be that exports 
are a very siuall proportion of her home production, but even that 
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little haw to be exported, and if such exports (’aiiiiot find a market 
outside the country, the price of the whcle produce will be affected 
and that may dislocate the w’hole economic structure of the 
country. Further, American industry cannot flourish by mass 
production, unless there are widening* markets outside. The 
growing creditor position of the United States of America is an- 
other imporiani factor to be counted with. The great American 
llepublic is now^ launching on a leap in the dark, and time alone 
will show how favounibly her brilliant attempts at raising prices 
will react on herself and other (‘ounhies. 

India and (’hina are in cert-ain respects inore self-sufficient 
already, but even they can ill-aft‘ord to neglect their foreign trade 
in the ])resent ciK iimstances. India exjmrts less than 10 per cent 
of her t(ital annual j roductiou. Half the world’s rice crop is in 
India, but she exports very little of it; about 20 per cent of the 
world’s sugar(*ane is in India and she exj)()rts no part of it. Hut 
she has got to export her jute and cotton and groundnut, and 
would suffer severe hardshixj if those are not exi)OTted. India needs 
ail annual favourable balance for paying her external dues, and 
with a falling ex])ort tiade as now, she has t(» lepay her debts by 
expoiting gold. 

Even if com])lete self-sufficiency is not attained, several coun- 
tries can easily suc(’eed in making their economic system much 
more self-sutticdent than it is to-day. Thereby, the older industrial 
countries will l>e deprived of their markets, and as it is not easy 
to readjust an industrial structure, great suffering may result from 
the growth of economic* nationalism. “ Countries whose popula- 
tion, equipment, railways and ports have come into being for the 
purpowse of meeting the needs of others will lose their raison d^etre 
and their people must face the prospect of unemployment and a 
prolonged depression of the standard of living.’^® It may be that 
some of those countries have less right to an industr}^ than their 


8 Economist, June 10, 1938, p. 1229. 
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but all tbe ^ame sUeh a mAAm change is likely to 
pisoduce great hardship. Such far-reaching changes in the world 
economic structure must come as a gradual re^adjmtment and not 
as a revolutionary expropriation. 

In these circumstances, an international effort is essential 
to reconcile the industrial ambitions of the different nations and 
to decide on the lines of readjustment, and on the pace of readjust/- 
ment^ of the industrial areas which are to-day imperilled by the 
onrush of economic nationalism in other lands. But it does not 
seem likely that such a readjustment W(iuld take place by world 
agreement to which all nations are parties ; at any rate, the experi- 
enoe of the recent w’orld conferences does not give room for 
optimism. In the absence of such international action, the 
oc^un-tiies interested must themselves enter into bi-lateral or multi- 
lateral agreements, with a view" to safeguaiding their several 
interests. By such mutual agreements a gradual readjustment 
cuitti be carried out, spread over a series of years. They may agree 
on tkeir respective lines of production and markets, axid having 
agneed on these, tariffs between them may be lowered or even 
abolished, if revenue considerations permit. Trade between them 
may be placed on a well-adjxisted quota system. Several such 
agreements may gradually create a planned world economy, how- 
€)wr crude it may be. In the present circumstances, w"isdom seems 
to lie in such a line of action. 

This is what Britain has already. done. At Ottawa she entered 
into with the Dominions and India for mutxial advan- 

tage. Subsequently, she also entered into agreements with 
Germany, Norway, Sweden, Denmark and Argentina. It is not 
yet time to pass judgment on those agreements, but so far as the 
inter-imperial agreements are concerned, it would appear that th^ 
have stayed the decline of trade and have established sheltered 
markets w^^ithin the Empire for several ocunmoditias, for which 
the escternal demand is fast declining. India has so far entered 
into agreement with only her largest single customer; it will soon 
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Wcome necessary to enter into agreements with her other principal 
imstoHiers also, in patticnlar Japan. The proper working of these 
agreements depends np<m a iiuiiiber of factors, and from time to 
tiine their usefulness will have to be tested by results. In the pre- 
sent state of world trade and India’s balance of trade, this country 
nru'st exert every nerve to secure sheltered markets, wherever she 
may obtain them. 


VI 

In view of the foregoing circumstances, he is too optimistic 
indeed who looks forward to an early restoration of international 
trade to the old level. The greater the industrial development of the 
new countries, Ihe more self-sufficing will they become and to that 
extent world trade is bound to shrink. According to the statistics 
published by the lAeague of ^Nations, only a smaller proportion 
(than fonnerly) of the goods prtMluced entei’s into international 
trade. The world index of production has fallen, but the index of 
trade has fallen more steeply. The following table will bring it 
out : — 


Average of 



1925-29. 

1930. 

1931 

World Trmde: 

Value of world trade 

100 

84-5 

00 

Quantum of world tra<le 

100 

lOir) 

74 

WorU production : 

Foodstuffs 

100 

101 

99 

Eaw nraterials 

lOO 

101 

91 

Industrial production 

100 

97 

84 
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That this tendency of international trade to decline is bound 
to continue is also indicated by other signs. The birth-rate in 
Europe is still falling, and as the yield from agriculture is grow- 
ing, there is little likelihood of any great increase in the demand 
for foodstuffs in Europe. , Nor is it likely that the transport of 
bulky raw material w^ill be so important in future as it had been 
in the past, w^hen such transport was rendered easy by coal ship- 
ments as relurn cargo. No wonder that the number of ‘ tramp ^ 
steamers is dwindling. It is well-known that the liners are fast 
replacing tramps in international trade. 

Although this is the immediate outlook, it does not follow 
that the days of international trade are gone for ever. When the 
biickward countries get economically developed, their purchasing 
powder will grow and this is bound to produce an increasing demand 
jfor goods, l>oth domestic and foreign. China and India, therefore, 
hold the key to world recoveiy. If their teenniig masses obtain 
double their present income — and this is by no means impossible — 
what a difference would it make to world trade? In a well-adjust- 
ed system of world economy, wherein the present disparity between 
agricultural and industrial countries will vanish, international 
trade is bcjund to be much larger than it is to-day, and free trade 
will have a chance of being given an honest trial. 

Shrew’d businessmen abroad have already visualized the possi- 
bilities for Western industry by increased purchasing power in 
Asiatic c^untrievs. Henry Ford was asked recently at a dinner what 
he thought w^ould he the best cure for the trade depression, and in 
reply he wrote on his table-cloth, with a lead ]>encil, the numbers 
160, 800, 400. The multi-millionaire meant thereby that the future 
depended on increased consumption by the 8f>0 million people 
inhabiting Russia, India, and China. In his view, this would give 
machine industry another wave of pTosi)erity. Viewed in this 
light, the economic problem of India is not merely an Indian 
problem, but a w^orld problem, perhaps one of the greatest prob- 
lems now facing world economy. 
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VII 

The lollowing conclusions arise from the abcjve survey: — 

1. The recent decline in world trade is ini inevitable result of 
the old ill-adjusted world economy, in which agTicultural f oxintries 
obtained too small a share of the world’s totiil income. 

2. The rise of economic nationalism has been the i])nnediate 
(*uiise of the fall of world trade, but ec onomic nationalism has risen 
greatly as an unconscious effort on the part of world economy 
to re-adjust itself on a jnore equitable basis. 

3. Economic nationalism has led to agricultural countries 
getting more and more industrialized and industrial countries (on- 
serviug their agricultural resources; therefore the raison d^ette of 
international exchange is getting weakened. 

4. Self-sufficiency is t(j-da.y the aim of several coxmtries, but 
while a greater self-sutKciency than at presejit may he inevitable, 
it does not s(*eni advantageous for any ( oxiutry to aim at complete 
self-sufficiency. 

5. The rapid industrialization of new lands would involve a 
violent expropriation of old-established industries, and this will 
(*ause acute unemployment aiul distress. This can best he avoided 
by a world agreement in regard to industries and niarkets. This 
ought to be the aim ot a World Economic ('onfeieiKe which 
means ])usiness, 

(i. As a world ])Iaii is not immediately pra(‘ti( able, the com- 
peting countries may enter into agreements specifying the lines of 
production (and markets) of each. Between them, tariffs may be 
lowered or even abolished, and trade may function on the basis of 
quotas. Such agreements may eventually bring about a recondi- 
tioning ot world economy. 

7* In this light, the Ottawa agreements, and the other agree- 
ments recently made by (heat Britain with n<m-Enipire countries, 
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are in the right direction. If such agreements do not work well, 
they may be modified by experience. 

8. The present trend of' international trade points to a conti- 
nued decdine, but when world economy is equitably re^adjusted, 
world demand will grow and this will lead to a revival of inter- 
national trade, huger in magnitude and superior in quality, than 
in the past. 



POPULATION PRESSURE AND THE MIGRATION 
PROBLEM IN ASIA 

BY 

Dr. Radha Kamal Mukerjee, M.A., Ph.D., 

L ucknff w U ni cersity . 

{Continued from ike July issue) 

Indian Density and Emigration Statistics. 

The eh'eet of the piessure of popiiLition has its direct iiiHueuee 
also on einigTatiou. The first and most obvious indication of a 
surjilus populatio-n is the density per square mile. It is not, of 
course, an absolute crilerion, since density in India depends pri- 
marily on the amount and regularity (^f the rainfall and the 
consequent fertility of the soil. Certain districts in Kastern ]3eiig‘al 
are able to support an enormous po]>ulation to the st|uare mile 
without resort to emigration, and that population is steadily in- 
creasing. Many rural areas here exhibit a density ranging from 
1,5()0 to a, IKK) persons per square mile which is maintained by a 
weil-arrange<l succession of crops and vegetables and by orchards 
without any symptom of economic pressure, lieaving the (langes 
Valley where the per<*entage of cultivated to cultivable area, has 
risen to the phenomenal ligures of 85 to IM) in some tracts, fallow 
and waste lands in other parts of India are gradually cs iuing under 
the plough. lle<?laination is proceeding apace in Assam, Burma 
and the Central Provinces. To the first two provinces, as yet in- 
adequately exploited, has poured annually thousands of immigrants 
from Bengal, Bihar and Orissa and the United Provim es. In 19ftl 
about IJ million persons were found in Assam born outside the 
province. Similarly in Biinna another million of the Indians are 
to be found. This has meant a gradual reclamation and settlement 
of churs, jungles and swamps. 

An analysis of the total food production and of fhe normal 
current consumption in India has shown that during the decade 


145 



146 


DR. RADHA KAMAL MUKERJEE 


19»10 — 20 Indian food on an averajye fell below her normal requiie- 
ments.by 10 million For the ])re8ent consumption the human 

population of 352 millions and the animal population of 151 millions 
would require 103 million tons of food j^Tains and other food, taking 
into account seed and wastage. The average prOvsent deficiency will 
be about 10 million tons. Of course we are not taking into account 
the sudden shortage of food prodiictioii in yeaj’s of agricultural 
scarcity which are found to recur in Northern India at intervals of 
six years. 

A very large part of the Oanges Valley is in a state of over* 
poi)ulation and there is serious maladjustment of human numbers 
to food supply. Over much of this area there (ainnot be any 
release of the pressure of population from intensification of agri- 
culture and increase of irrigation, which have almost reached their 
Hmits. The ]) 0 ]mlation thus cannot imj)rove its standard of living 
and having reached a stage of saturation in some areas in 1901 
is now show'iug absohite decrease. A close study of population 
trends in some agriciillurftl districts in the (ranges Valley for the 
last 50 years has shown that the mortality curve tends to follow 
the curve of food supply and the natality curve but in aii inverse 
sense to btdh and that both natality and mortality are gradually 
declining. It thus api ears lhat though the threat of actual .starva* 
tion or famine is always there, there is ati indirect adjustment of 
density b) food supply through the trend of the survival rate, the 
equilibrium density being maintained below a point at which 
famine sweeps away human numbers. Hut this eciuilibrium density 
is far different from the (ptimum density which should be the 
object and goal of social policy 


1 Makorjoe : Latiil Prohlemts oj India, p. 2HB. 

2 Mukeriee : Optiimim and Over-population ni the Indmi Journal of Economics, 
January. 1980; ropnlatjoti, Balance ami Optinuim—International Congreas for 
kittudiea Regarding Population Problems, liome; also The Criterion of Optimum 
Population, American Journal of Sociology, 1933. 
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Ou the other hand, the sparwely populated highlands of Chota 
Jjagpur and the Central Proviines supply mo.st of the emigrants to 
Assam. But the rule that a high density indicates surplus jmpula- 
lion genejully hdds good for the United l^roviiices. The follo'wing 
table shows the tuiinber of emigrant h that sailed from Calcutta to 
various British (Jolonies between 1901 and 1910 and between 1910 
and 1917 after whi<*h indentured emigration ceased. Only those 
districts are mentioned where the (‘migrants numbered more than 
a thousand in (dther of these ])eriods. 


District 

Density ot I’ojiulation 

Number - 

i)f I'lniiRiaiOs 


1921 

1901—19 

1911—17 

Mirxa.pur 

1()5 

l,f)61 


Baliraich 

4(12 

3,622 

1,679 

Unao 

468 

1,388 


(Jinvnpoie 

486 

1,676 


Allahabad 

491 

3,l(i3 

1,282 

Agra 

498 

1,4(19 


Oonda 

624 

14,499 

4,621 

Bara])ajiki 

686 

1,697 

l,lo3 

llao Bareli 

68<) 

' 2,070 

1,753 

Sultanpur 

68(i 

4,572 

1,44(5 

Bartabgarh 

692 

2,588 


(xhaydpur 

697 

2,409 


Fyzabad 

(i7(! 

7,433 

1,896 

Ba>4ti 

987 

31,173 

7,407 

A^aragarh 

(i'JO 

4,209 


Oorakhpur 

721 

5,703 

1,857 

Jaunpur 

746 

3,007 

... 

Lucknow 

749 

1,070 


Benarea 

898 

1,580 


The number of emigrants to various British Colonies from the 

different districts numbered 128,613. 

in 1911 and 

41,248 between 

1911 and 1917. 

In the decade 1921 

—1931 tbe 

emigration was 
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ijiiicb and overweas emigration was negligible. 100 in 1923 

and 107 in 1929 emigrated to MauritiiiH. In addition 042 persons 
who were born in this province and had returned from foreign 
countries re-emigrated to Mauritius. The emigration from Bihar 
and Orissa to the colonies was never on a large scale. Only 3,461 
persons emigrated between 1910 and 1921, the number having 
fallen steadily from 920 in 1911 to nil in 1918. Many of these 
emigrants seek industrial emi'loyment in Bengal in the Jute Mills 
in particular and as day-labourers and coolies. 

But there is no doubt that emigration which has dried uj) will 
receive a fresh impetus as soon as any haiwests shrink. The XJi.itcd 
Provinces added 4 million and Bihar and OriSsa added another 4 
million extra Jixmths to feed between 1921 and 1931; while the 
proportion of the total area under cultivation was slightly rediice<i, 
and the yield ])e]* acre did not iiu rease to any extent by new and 
improved methods of exploitation in both the provinces. 

In India the growing factory industries may absorb some of 
the emigrant labour. Bnt this is not possible for Jai>an, who there- 
fore must seek migratory outlets for her suiplus ])opulation. 
Japan is therefore in greater need than India of industrial change 
and emigration. 

Defenoe af the Exoiurive Poliey and a Rejoinder. 

[t is urged in favour of the exclusive policy that peoples who 
multiply more lapidly than others should feel the consequence in 
their own countries, and if they are allowed free access they will 
lower the standard of living. The argument is as follows ; 

“There is no doubt that barriers to immigration will be 
reaped which will give notice to the backward peoples that en- 
lightened humanity is not willing to (Tamp itself in order that these 
peoples may continue to indulge in thoughtless reproduction. Let 
a people make itself miserable by multiplying like an animal not 
endowed with foresight and reason, but why should this people 
exfvect other peoples to allow themselves to be made miserable in 
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order to accommodate its overflow The menace of colour is as 
much a scaremonger’s phantasy as the common notion of the 
thoughtless reproduction in Ohina, India and Japan is fallacious. 
The oriental countries are no doubt increasing in ]>opulation, but 
the rates of in(‘rease are falling. China’s decennial rate of increase 
is smaller than that of (lermany, France and Italy while India’s 
rate is smaller than that of these countries and of Holland, Spain, 
Hiissia, and most of the countries in Fastern Europe. Japan which 
among the Oriental countries, is increasing tastest shows a smaller 
rate than the United States, (^anada, Australia, New Zealand and 
most of the South American countries. 


Decennial Hate of Increase, per cent 11)20 — 1930. 


China 

5.G 

Canada 

180 

India 

14.16 

Australia 

19^7 

Japan 

9-40 

New Zealand 

19-8 

Germany 

7-8 

Mexico 

16-6 

Prance 

6-7 

Braisil 

36-4 

Italy 

6^5 

Argentina 

3()-8 

F. S. America 

161 

('hile 

14-9 


Bolivia 

33-5 



Again, Japan’s fast multii'licaiion is connected with the open- 
ing phase of industiialism thnnigh which she is now ])assing, and 
her birth-rate is bound to sliicken as in the industrial countries of 
the West which followed up a storm of breeding with reproductive 
arrest. The increase of urbanisation, the rise of the marriage age, 
the diminution of the size of family and the programme of 
birth-control all testify to a new trend in population growth in 
Japan. Secondly, the argument of the distinguished American 
sociologist might have held good if the Northern races would have 
confined themaelves to their own territories and had not developed 
a social and industiial living which can be maintained now only 
on the exploitation of the resources and products of the tropical 

8 Bosb : Standing Room Only 9 



150 


BR. EABHA KAMAL MuXSEJER 


and sub-tropical regioius. In fa(t the high standard of comfort of 
* enlightened humanity ’ has been achieved only as a result of 
Kuropean expansion in Africa, Asia and Australasia. The Northern 
races have not only gone to the tropics where they cannot thrive 
and w’here all the available human and natural forces are now 
being employed for the ])roduction (d* their luxuries and comforts, 
but they have also kejd large tropical lands empty lest the admit- 
tance of coloured races who can develop their resources should 
affect the future of the ex(dic white civilisations. x\ustralia has 
no doubt a European working class whic h maintains a high 
standard of living, but this class is too small and is quite unsuit- 
able for the peopling and utilisation of the empty spaces in the 
north and interior d the continent. As a matter of fact the ten- 
deiH'y is for the l^uropeau working population to be- concentrated 
in a fi&w great cities whose aggregate po))ulation comprises half 
the total piqmlation of Australia. In South Africa, on the other 
hand, the European working class suffers in ( (unpetition with the 
natives and Asiatic imiqi grants W*aiise of its higher standard of 
living. If the Eur()})ean is gradually but inevitably pushed out 
from the fields of labour by the Bantus and Asiatics, a w^hite oli- 
garc'hy emphiying c(;loured labour is less feasible in course of time 
than the supremacy of the (‘oloured communities which would ulti- 
mately determine the status of the Northern settlers. 

Low Standard of Living an EconjmiG Advantage. 

The standard of living is a matter (if adjustment of stock and 
( lime, and the thoroughbreds of the soil who (*an work and thrive 
more successfully than the exotics on a lower standard of living, 
have an economic advantage over the Northern races which their 
political suprcnjacy cannot in the long run resist. In free economic 
competition where political authority is not wielded as aa 
economic weapon the native races or emigrants from tropical and 
sub-tropical regions have, indeed, a hereditary advantage over the 
white settlers in their lower standard of living, w’'hich represents 
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the physiological resix)use to the region s(.cially accepted. The 
Northern peoj)les, accustomed to a colder climate, which needs a 
larger amount of protein consumption and more of carbo-hydrates, 
fats and oils not requireil in the warm region develi>p in these 
areas a standard of living which will be in some measure 
artificial. 

Comiiarative Investigations in the Basal and Minimal Metabolism. 

The average basal metabolism of the Indians, Chinese jind tue 
Japanese has been found to be b to io per cent below the English 
and American standards. In China, J^arle found that the basal 
metabolic rate of the (Chinese is (/U the average 8 per cent lower 
than the western standard. Takahira found that the Japanese 
metalxilism is lower by 5-7 per cent. In India, the metabolism of 
healthy men has been observed to average 12 to 1371 per cent below 
the western standard. SucJi lower basal and miiiimal metabolism 
of the Oriental 1ms a true physiological basis which cannot be ex- 
plained in terms of si/e, age and sex. Both climatic and dietetic 
factors produce their effects through the internal secretions and 
nervous orguuisatiou, and the lowei* metabolism becomes a part of 
the racial make-up. Among the (o-ientals themselves the average 
metabolism of the Jai)anese is higher than that of the Chinese, 
especially of the Southern Chinese, and the metabolism of the 
Chinese higher than that of the Indians especially of the Bengalees. 
The following results have also been reached by recent laboratory 
investigations of metabolic rate and diet in the United Ib’ovinces. 

Basal metabolism, 
t^ilories Diet. 

Ifritish Working man ... 1,7(X) 3,5(X> 

Indian peasant ... 1,2(XI 2,400 

It is clear that the food reciuirement is about 30 per cent lower 
in India than in Great Britain. Indeed, the Indians, Chinese or 
Japanese can work in warm regions sanely and economically with 
a much smaller consumption of fats and carbo-hydrates, needing 
P. 4 
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almost 30 ]«'r cent lews in the caloric value of their diets. • Th# 
smaller averag’e weight of the Eastern worker is also an advantage 
in his favour as regards his food necessities. Custom indeed 
gives eastern diets nnieh less nitrr>g*en than the Western 
worker consiunes, from 5(1 to 7(1 per cent less. Further, 
it is found lhat the Eastern worker has probably a greater 
degree of relaxation during rest than has the Western worker. 
This is attributed to the latter’s nervous tension on ac(*ount of 
wdiich he finds complete n^pose only during sleep. Ijastly, high 
temperature and (specially high humidity not merely reduce the 
basal metabolic rate and hence the food reciuirement of the Eastern 
workers Init also the exi:)enditure on (dothing. Professor Morimoto 
estimates lhat the Japanese may be fairly expcn ted to consume only 
80 per cent of w hat a Westtu’ii wcnker consumes, ^ while his cloth- 
ing re(j[uirpment. w’ould be at least 50 per cent less. The Easterner’s 
vegetarian diet is not only (‘onnected with his lower resting meta- 
bolism and nitrogen re(]uiremont but also with the fact that in an 
old and densely ])eopled country w here the competition of animals 
with man for utili/able foods is more keenly felt meat and beef 
must be considered extravagant fonns of food with reference to 
tlu'' (quality of vegetable food required to produce it. No doubt less 
fo(jd, tspe(‘iall,\ less ])rotein, less (dothing and less fuel are quite 
com})alihl(‘ wdth high ]uoductjon efficiency of the peoples (rf the 
w’arm r(’gions. 

Physiological Advantages of Orientals in the Tropics. 

liike the vegetarian diet associatwl wdth a hnver basal meta- 
bolism and nitrogenous excdiange the Oriental’s pigment constitutes 
an advantage in the struggle against the continuous sunshine 
in the tropi(‘s, wdiieh (he wdiite man lacks. The Asiatic wdth his 
automati(‘ legulation of heat ])rod motion and low^ protein consump- 
(ion can ])erform hard labour (as Pleasured by oxygen consumption) 

4 Mukerjec : l^ooj and Food Bequirements of the Indian Labotirers» Indian 
Journal of Ecotwmtcs, January 1932, 
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more economically and lesn fatigue than the Westerner in the 
wet tropics. His dark skin arrests more tlioroughly the actinic 
rays which have uiifavonruhlc ( hemical effects not yet understood. 
Once the temperature of tlic external air rises to 9’8*4^F., the orga- 
nism can thereafter no longer lose heat to its eiivii()nin(mt by con- 
vection and radiation; il can only lose lieat by tlie evaporation of 
some of its water eitlier through sweat glands as in nian or by the 
respiration passages UvS in (he d(.g, or by both. The individual 
with the higher basal nutalxdism and luuly weight requires as a 
result to eva])orate more water than the man with tlie lower. 
Ikdow' ](X)^ in the shade the light textured skin of the black or 
browui man has an advantage because of the smallei* distance heat 
has to travel frcmi the inside to the outside. At that tenquMalure 
or beyond it svveating is the only source of heat loss. The low’t'r 
basal im'tabolism and the low^er body weight of the lightly built 
inhabitant of the tro])ics give him less heat to lose than tlie differ- 
ing Eia‘oj)eun. Conse(|uent]y the former has l(\ss Jiee^l of sweating 
and so also of water intake than the latter. Iloth the brown and 
dark races Lave more sweat glands than Europeans. It also appeal s 
that in their case a heinodilution takes plac^e and the water of tlie 
muscles is drawn upoji in large aiuount to sui>plv the water for 
perspiration. Thus the Oriental can do manual W'ork out of doors 
and also leap the full benefit of the cocding ])ow’er of tin* air. There 
is similarly a ]ihysiological adjustment in i'es]>i ration, blood diges- 
tion and kidney secretion Tropical peoples show a decrease in 
the rate and volume of respiration. The blood “tat is as a 
rule smaller in the tropics. The set*retion of bile is smallei* in the 
tropics even if the food intake remains considerable; while the 
urinary excretion is also diuiinislied. There is lower urea and 
chloride content in the urine w hich results from the jiartial excre- 
tion of these substances in the sw^eat, but an increase in the am- 
monia excretion in tropical man. The tropical climate, at least 

6 Balfour : The Luncet, Vol, 206. 1928. quoted in Trewartha — ^Acclimatiflation 
in the' Wet Tropics, Geographical Heview, July 1920. 
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for luiee, lessens the demand for thyroid hormone in the body, but 
the drop in basal metabolism has a direct bearing on the internal 
secretions. Balfour speaks of the “weedy’’ J^hiropean children in 
the tropics, (h-eater generative vigour is present in both sexes but 
excessive sexual indulgence is more likely to result in exhaustion 
and neurasthenia. Neurasihenia which is ihe most fre(|uent com- 
plaint of the Euiopean in the tro])ics is often the outcome of 
tropical heat, contijiuous sunshine and humidity and represents a 
“ comj)lex of systems produced by neiwe exhaustion, and associated 
with, if not causing, an alteration in bodily nutrition. It does 
not directly kill the patient, but through weakening of his will 
]X)wer, sapping his energy and creating an emotional comlition 
of irritability and dei)ressi(;n it makes him unlit for strenuous 
work," observes a famous Surgeon of the (Vihmtta Medical College,. 

The Orientars frugality in res]wt to food and drink and his 
greater immunity to tropical heat, and humidity are accordingly 
associated with a greater output of outdoor labour. His lower 
standard af living may cause fatalism but this may fit him better 
for his actual task under such environmental conditions. 

Normitl Migration of Agrioulture and Population Typeo to Similar 
Ciimatic Regions. 

Human s])atial and food relations as (suiditioned by the en- 
vir(»nment nugrate to api)ro}uiate natural areas. Plant and animal 
e(‘ologists have made us familiar with the concepts of distribution, 
invasion, and succession. Ooi)s, agricultural and irrigation prac- 
tices, methods of field distribution and village settlement invade 
similar ecologicjal areas; and a I'opulation grmi]) with adaptive 
farming methods becomes meue successful in similar climatic 
regions inhabited by others with an inferior culture and standard 
of living. Suc(*ession thus involves a complete change in the form 
of exploitation and in the type of population group. Through the 
intc^rplay of the forces of competition, invasion, and succession 
there is a natxiral selec'tion of varieties of crops and domesticated 
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stocks, metkods of cultivation, types of human settlement, dietaries 
and standards of living in particular (Mological areas. These are 
active agents in the selection and distribution of ]K)pulatioii ty])es. 
The variety of food plants and of aiiinials and the manifold uses 
t(» Avhich these may be pul by man’s growing intelligeme and 
experience govern materially Ihe economic method and the social 
life of the communities ctmcerned. The cumulative eifects of 
climat<^ fcxal and ty])e of labour evolve the ]vo]Uilatit)n t\'}>e which 
can best utilize I he resources of the i cgion. The food and the 
>tanda]*(l ( f living are adaided to climate and ecological lesources. 
There is established a so(*io-])h.N siological balance betweei) man’s 
normal ou1]uit and ex])enditure energy and the natural store of 
energy he di aws u})on. It is this balance which is (he sure 
guaran(<*e of the j>ennanence of man’s settlement and civilisation 
in a region, wlndher homeland or colony, whether natural or man- 
made. 

The problem of disliibution ot the world’s sur])liis ]>o|)ulation8 
can be thus reached on sciemtific lines through the adoption of the 
princ'i]de of adaptive assimilation. The importation of very dis- 
similar strains, whether of ])lants or of animals and hunuuis l(*^Hls 
to instability and degeneration. (Tonveisely , })laiits, aninuils or 
sto(*ks imported from similar climatic* regions contribute success- 
fully towards agric ultural recoustnmtiou. Plant explorers are now 
setouring all ].ossible corners of the world in search of economic 
plants partic ularly adapted to particular i urposes and lands. This 
applies also to some extent to the introduction of new varieties of 
insects and animals. The adjustment of population to resonrees 
in the world is similarly governed in large measure by the strong 
tendency for populations when faced with a limited fcjod supply 
in the homelands t(> j)ugrate to similar climatic regions where 
they meet with familiar conditions. To such new regions they 
bring adaptive crops and animals, agricniltural methwls and prac - 
tices. Their food and standard of living are also adjusted to 
s^imilar climatic conditions. It is in the new regions that they 
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fiud vspaee for moral expaiiHioii and optiuaim living comlitiowH. 
SnccertHlul eoloiUHaiiow implies a larg-er average expectation of life 
thiin ill ihe bomelands, where over-jiopulaiion leads to a slarken- 
ing of birth-rate and an increase in mortality and keeps down both 
the survival rate and the aveiage longevity. No doubt the ('hinese 
in Iudo-(jhina and the Dutch l^ast Indies and the Indians in 
Ceylon and Natal, have sh(j\vn a sudden iiuTease in ]) 0 })ulation and 
a rise in the standard ot living* as they have a(*quired freedom and 
opportuni<> to exercise in an ampler enviionmont the vei> (|ua*i- 
ties to uhich their progress had been due. The rapid spread of 
new plants and animals introduced into similar climatic legions 
and then increase in individual size* and vigour aie familiar 
jdienomena. Tinman migration to “ cjiiite another world’’ sjmilaily 
means the spur ot change and the removal in part cd the hamiieiing 
wel) of tradition The occupation ot a virgin land and the ('ar\- 
ing out ot new territories means ojiportunities and elbow room 
for new growth and a more energetic outlook, and with a people, 
like the (Hiinese and the Tndians, h blow to iheir ps>cholog.\ of drift 
and despair. The TiHlians' in such colonies as British (luiana, 
South Atri(‘a and Fiji, tor iiistanc'e, are remarkably free trom the 
rigoujs ot the caste and unreasonable scnial and religious pra<*ticeB 
whic'h obtain in India. I^heie is gain in both multiplication and 
in self-c(<ufidence and se1t-ex])ression uhich have won the respect 
of the natives in those < olonies. Thevse are attributed to the lessen- 
ing of the stringency ot natural selection in the new environment. 
Thus oriental emigration means racial revival as well as economic 
health.^i Thcie is no cause ot alarm about this. On the other hand, 
white men under the climatic hundicapfl of the tropics have shown 
not only a lowei longevity hut also a terrible nerve exhaustion 
which has been the most imjiortant factor in preventing the 
Northern races settling and procreating their line with the full 
share of the nerve vigour which their parental stock possessed. 


CS Hobertfii : French Colonial Folicy, p. 417. 
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The prevaleiK'e of i)8yoho.ses or pHyeho-neuroses among the West- 
erners, whether in East Afiica or fnclia, the J)\itch Kast Indies or 
Indo-China amply testifies to this. 

The Criteria of Suooessful Coioiiisatiofi : Ofitimiifn Implies High 
Expectation of Life. 

The problem of colonisation and settlement must be solved in 
the future without any racial bias or colour prejudice. The 
problems of a scientific civilisation must l)e solved by the methods 
of Science. 

Mendel’s laws which govern plant and animal bree<ling thus 
apply, tliough in a modified form, to the question of accdimatisation 
and settlement ol human groups. In the first place, settlement 
is most successful where there is much similarity of (dirnatic and 
eoologic cMmditioTis. Thus the normal migration of peoples is 
from oountric\s close at hand or from similar climatic areas. Along 
with crops and animals, ada])ted to particular purposes and cli- 
mates, adaptive social institutions and customs may also be im- 
jKU'ted by the human groups, thus utilising to the full extent the 
sdcial-ecologic forces. Secondly, the human group can be con- 
sidered in stable equilibrium not merely with reference to climate 
and regional complex but also to their indirect effects, when it 
shows the highest expectation of life, llirth and death ratCvS are 
matters of ecologies adjiistment. A high average expectation of 
life is the cuiterion of successful colonisation as a low expectation 
is the surest index of over-population. Such an idea of the opti- 
mum population cannot, however, be realised unless there is some 
sort of international control of the movements of the world’s 
surplus populations, the absence of which results in perpetuating a 
dual living and economic standard. 

Also Inoreoso of Ntimbors (Prof. Cini’s Now Cyolo of Growth). 

Acct»rding to (lini, there is a cyclical rise and fall of popula- 
tion which may be compared with the life cycle of the individual : 
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In India and China, we have entered upon a period of slower 
growth and mature achievement. Such a slackening of the rate 
of natural increase in these old countries is in striking contrast 
with the high rates of natural increase of the new and inadequately 
used lauds and especially with the sudden increase of energy and 
prolification of Indians and Chinese Colonists abroad. It would 
thus appear that through finding ampler spaces and newer oppor- 
tunities senescemie is clunhiuated and lM)th numbi^rs and quality 
qf the civilisaticm improve. 

Political Interference with Economic Evolution. 

h^onomic competition and the battle of the standards of 
living ought to be left to work out their own results without the 
sxipcrimposition of political authority in the directions of spatial 
or occupational segregation and immigration restriction. Thus 
the region will be free to evolve its appropiiate plane of consump- 
tion which l>ears a close relation to the resources of the region. 
^Nothing is more certain to disturb regional balance than the 
bolstering up of an artificial standard of living which takes from 
the region more than it gives, reducing the opportunities of future 
generations. Jlesides the Northern ract^s in exi’rcising their poli- 
tical supremacy have encroached on the monsoon region which was 
alieady densely peopled, and where the superimposition of com- 
mercial agriculture < n the economy of the masses has disturl>ed the 
normal relation between population and food-snpply. The world's 
population will have a double standard of living and comfort so 
long as the present mahidjuvstment in the distribution of races and 
resources continues. 

PofNilattim Movements. 

We give below^ a fletailed statement of the movement of popu- 
lip^tion among the f‘ountrieM which check Asian emigration and the 
^ ooxuSktjfieji? which are under the ban. (The number of people is 
ipii OOO’s.) 
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Both India and Japan show however higher birth rates. In 
Japan the birth rate is higher than that in any other great nation. 
The fallowing table shows the rates of natural increase of some 


of the countries we 

are ccjnsidering 

— 





Birth 

rate 

Death 

rate 

Kate of Natural 
Increase 


1930 

1920 

1930 

1920 

1980 

1920 

India fl929) ... 

35*47 

93-65 

26-4:6 

24*72 

9*6 

8*93 

Japan 

3236 

349 

1817 

20*3 

14*18 

14*6 

Canada 

24‘5 

•^2-6 

11*0 

9-7 

18-6 

12*9 

Australia 

19-H 

229 

8 5 

9*47 

11*3 

13*43 

South Africa (white) 

.. 

266 

... 

9*6 


17*1 

U. B, of America 

lS-9 

21-2 

IIH 

11*7 

76 

9*6 

Grf*at Britain 

15*8 

18-30 

12*3 

12 16 

3-6 

6*14 


It is clear that the rates of increase of population in India 
and Japan are less than the laies in the Hnited States, Canada and 
Australia, 

Inm'use per I, OlH) population. 

1900 -10 1910-20 1920—30 


India 

.')*.5 

1*2 

10-7 

Japan 

12*4 • 

15 

15-2 

United Htates 

21*0 

14-9 

161 

Cnna<la 

331 

17 

10-3 

Australia 

18*07 

22 

6-4 


The annual increase of Japan’s population was 14*78 per 1,000 
for 1909—13, 12*00 for 1914—18; 1314 for 1920—26 and 
15*30 for 1925 — 30; a mie greater than most countries in Europe 
with the exception of Germany and Rumania in the pre-war years, 
but smaller than in most countries of the new world. The area 
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under cultivation, even in the densely populatetl ]}ariH, is compara- 
tively smaller than in any other country. In a statement issued 
in 19^1, the Department of Agriculture reckoned the population at 
146 per square kilometre and stated that the density of the rural 
population was 44 ]:)er scjuare kilometre or 942 ])er hectare of 
arable land; in other words, that ‘‘the density is higher than that 
of France, Belgium, Switzerland and some other coiintriewS where the 
agrhmlture is marked by fairly intensive methods.’ 

The elemental facts of the Ja])aiiese situation are (1) that with 
a birth rate of 84-7 jier 1,000 in 1920 the population increased by 
over 20 per 1,000 in the year, a phenomenon which is unique in the 
world, (2) lietweeii 1910 — 1920 the inhabitants of Japan proper 
(excluding Korea atid Formosa) have increaae^l from 50 to 57 
millions, which gives an average of 3S0 to the s(|uare mile, (»‘l) that 
during this period ihe aiea of land under cultivation has been in- 
cieased by 5 ])er cent, and the rice production by 4 ])er cent, as 
against an iiicrease of 12 per cent in the number of mouths to be 
fed, (4) since 1910, with the exception of two years 1918 and 1919 
the rate of increase had been from 12 to 15 per 1,000 per year and 
the po})iilatioii increased every year by ai)proximately a million, 
(5) the severity of the pressure of population is indi(^ated by a death- 
rate which averaged 28*2 ]>er 1,000 between 1919 — 192^1, and by 
the fact that ap})roximately 25 per cent of the deaths are those 
of (‘hildren inider 12 months old. Tn 1924 ap])roximately 40 per 
cent of the deaths occurred in (children under four years. So long 
as the present birth-rate is maintained, the nation must therefore 
depend more and more iq)on imported supplies or upon emigratmn.^ 
Ill 1930 the population increased to 64 millions, the rate of increase 
being 13*14 in the period 1920 — 26, and 15*30 in the period 


*7 Quoted in Bcott, Foundations of Japan, p. 392. 

0. P. Bland in the London Tmes, May 28, 1920; also Ayuaawa in 
International Labour Hevietr, October 1927, and Orchard in the Geographical 
Beriaw. July, 1928. 
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11J06 — 30. Birth-rak* is still very high, 32*36 in 1929, though the 
death-rate has been somewhat re<luced (18*17). 

The following table shows the recent figures of birth and death 
rates and natural increase of countries in the Pacific Begion: 

Rate of 

Country, Year. Birth-rate. Death-rate, natural 


India 

1929 

35-47 

25-95 

increase. 

9-5 

Japan 

1930 

32-35 

18-17 

14-18 

Australia 

1930 

19-« 

8-5 

11-3 

New Zealand .. 

1930 

18-« 

8-6 

10-2 

Canada 

1931 

24-5 

11-0 

13-5 

United States 

1930 

18-9 

11-3 

7-6 


The table below would heljj us to oblain pictures of the 
e<’ouomic physiognomy of India, China and Japan on the one hand 
and of the new countries which are shutting out Oriental emigra- 
tion on the other'’ : 


Percentage in redation to the total area 



Arable land. 

Permanent 
grass and 
pastures 

Wood and 
forest 

Other 

land 

India 

56-0 

24 

13 

7-0 

Japan 

45-8 


13 

46-0 

China 

14-1 


85-9 


Australia ... 

1-3 




New Zealand 

2-9 

24-5 

71*6 


Canada 

2-5 




U. States ... 

18'4 




Union of South Africa 

3-1 





9 lw^rn0tiQml Year Book of Agriculture, 
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II 



Eeserves 

in tons per nipita. 


Coal. 

Iron ore (visible). 

India 

236 

10 

Japan 

12(i 

14 

China 

... 1,000 

2-6 

Australia 

... 28,000 

164 

New Zealand 

... 2,511 

52 

Canada 

... 71,050 

458 

United States 

... 22,796 

87 

Union of South Africa 

... 7.464 

405 


(Figures given in Thompson : Danger Spots in World Fojni- 
lation, p. 11.) 

Population PressurOf an irresistible Fores. 

It is obvious that the difference of pressure of population as 
between India, China and Japan on the one hand and the sparsely 
populated and inadequately used Pacific areas on the otheT* accounts 
for economic and political difficulties which are both serious and 
urgent. The population and food problems of the Orientals cannot 
he solved without the fair sense and enlightened co-operation of all 
the nations bordering the Pacific, which is more an Asiatic than 
an American ocean. J^ven Australia, Jfew Zealand and New 
Chiinea, which have set a ban on Asiatic immigration, are, geo- 
graphically speaking, appendages of South-Easi Asia. The recent 
ciecrea.se of native races in Polynesia, Melanesia and Micronesia 
has been accompanied by the increase of the Asiatics who are fast 
filling their places. Such race expansion is the outcome of an 
inevitable economic tendency whose sweep and strength no nation 
states will be able to resist in the long run by their fiats and 
deeree.s. It has been estimated that, on the present level of tech- 
nique, Australia coiild support a population of 450 millions, which 
is abo\it the same as the population of China, and 33 millions more 
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than the joint populations of India and Japan today. On the samo 
basis, South America could support 2,400 millions, which is forty 
times, her present numbers, and about two-half times more than 
the total population of Asia. The struggles of the future will be 
over inequalities of distribution and land over the earth’s surface, 
and the more sparsely inhabited but potentially productive parts of 
the earth cannot long excdnde the less fortunate peoples. 
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B. N. Kaul, M.A., Ph.D. (Lond.), F.S.S., 

Aligarh Aiushm Universitg 

The rapid fall of prices since the antuinn of has led io the 
abandonment of the ^^old standard by the majority of countries. 
Very few coiintries now remain on an unrestricted ^old standard. 
The fnnctioninjy of that standard as an internatiojial imnietary 
mef;hanism has completely broken down. The countries which have 
loft the gold standard either maintain an inconvertible paper cur- 
rency or a nominal gold ])arity by controlling foreign payments and 
foreign trade. A group achieve some stability of exchange-rates 
among themselves by maintaining a fixed ratio with sterling. 
Tinder these (‘inmiustances, when neither ]>rices nor exchange-rates 
are stable, economic recovery is impossible. The introduction of a 
stable international standard is, therefore, the first step to-wards 
economic reconstruction . 

Realising the importance of this essential ))reliniiniiry step, 
considerable attention has been given to this question in recent 
discussions. Invariably it has been suggested that the gold stand- 
ard should be restored as soon as possible. The Final Report of 
the Gold Delegation of the Financial Committee of the League 
of Nations states that “ the Delegation, however, records its belief 
that, at the present stage of world economic development, the gold 
standard remains the best available monetary mechanism.’’^ The 
Draft Annotated Agenda prepared for the World l^conomic and 


1 P. 28. 
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Monetary Conference by its Preparatory Commission of Experts 
starts from the assumption that the restoration of international 
gold standard is the aim to be kept in view*® And the World 
Economic Conference itself adopted a resolntion stating that gold 
should be re-established as the international measure of exchange 
values.3 In view of such strong opinion in favour of the re- 
establishment of the gold standard, there appears to be every likeli- 
hood of its being ultimately restored, but it is open to question 
whether stability of the value of money in terms of commodities 
can be attained through this means. 


1. The Supply of Celcl. 

Changes in the value of gold (*an arise either on account of 
maldistribution or on account of a fundamental change in the 
supply of gold with reference to the demand, which cannot be 
corrected even with the best possible distribution. It is the latter 
aspect of the problem which makes it doubtful whether stability 
can be attained by going back to the gold standard, for it is to be 
presumed that nations would be prepared to correct defe<'ts of 
distribution by international agreements if they decided to revert 
to the gold standard. 

Secular changes in the sxipply of gold are, therefore, of funda- 
mental importance. To estimate future world output of gold it is 
necessary to consider what are the possibilities of discovery of 
new gold fields and of increasing the yield of gold from ores mined. 
The search for gold has grown in intensity since the middle of the 
nineteenth century and the world has now been fairly well pros- 
pected. Gold occurs in many ))arts but is not concentrated enough 
for exiraction on a commercial basis. All the gold fields which 


S P. 12 and recommendations on pages 

approved by the Conference. League of Nations' fS^ies II, 
Bconomte and !Pinancial, 1983, n. Spec., 4., p. 12. 
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are eomuiercially paying ere being worked at present. Gold from 
the Band, which now amounts to more than 60 per cent of the 
total output, occurs in a unique formation. It is not known to 
occur anywhere else in the same way.^ The possibility, therefore, 
of discovery of new gold fields seems to be remote, so far as can 
be foreseen. 

As regards increase in the yield from ores, the cyanide process 
seems to have exhausted all possibility of improvement. Before 
the use of this ])rocess mechajii(.*al methods were used yielding 50 
to 60 per cent of Ihe gold content of the ore. Cyanide process has 
now increased the ymld to 97 per cent of the gold content of the 
ore on the Band and to more than 90 ])er (‘ent for the world as 
a whole. There appears to be very little possibility of increase in 
the supply of gold from improvements in methods of extraction. 

We have, therefore, to fall back for our estimate of future 
production of gold on the ])roduction of existing gold fields yield- 
ing about the existing percentage of the gold ( onients of the ores. 
Gold mining ])roperty is a ra])idly wasting asset. To get the maxi- 
mum j)rofit it is necessary that a mine should be worked out in a 
(•omparat ively short time. On the Hand, they aim at a period of 
twenty years. Transvaal mines are the only mines which do not 
yet show a falling off of ])r(Mlucti()n, but it is expec-ted that from 
aliout 1933 their production also will decline. On the basis of 
these general considerations and intimate knowledge of gold pro- 
duction, Mr. J. Kitchin in 1930 made an estimate of the ])rodiiction 
of gold for a period of 50 years, from 1900 to 1949.^ His figures 
are given in the following table. 


4 Except in West Africa, where the production never reached a large figure 
and is now rapidly falling. 

sEitchin. Memorandum on Gold Production, p. 64 in a collection of papers 
entitled International Gold Problems issued by the Institute of International 
Affairs, London. 
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Table 1 

Estimated (iloij) I'kouitctton oe the World, 1900 — 49 
(lu millionK of gold dollars.) 


Years. 

Gold l*ro( 

19(K)— 04 

1,244 

1905—09 

2,090 

1910—14 

2,287 

1915—19 

2,094 

1920—24 

1,747 

1925—29 

2,(K)« 

1930—34 

2,025 

1935—39 

1,941 

1940—44 

1,703 

1945—49 

1,441 


Table I ,show.s that gold production reached its uiaximuiu dur- 
ing the qiiimiueuniuni 1910 — 14. It is expected to reach another 
comparatively low inaxinuiiu during 1930 — 34 and then to decline 
I'apidly to about 70 j er cent of that figure in 1946 — 49. For the 
period 1930 — 40, tor which an independent estimate was made by 
the Ijeague of Nations authorities, Mr. Kitchin’s figures are con- 
siderably higher than the liCague estimates.® The Ijeague figures 
and Mr. Kitchin’s annual figures for 1930 — 40 are given in 
Appendix 1. In 1940 the figure of gold pro<luction estimated by 
the League of Nations is 314 million gold dollars as compared with 

« tiov^Ay, Gold : Supply and Demand, m the First Interim Beport of the 
<]<dd Delegation, Annex Xlll, t^. 86—90. 
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370 millioi) gold dollars arrived at by Mr. Kitchin. It cannot, 
therefore, be said that Mr. Kitchin errs on the side of under-esti- 
mation. It seems very likely that the annual gold production will 
fall off from about 1983, declining at an int reasing rate, whit?h ^YiU 
become quite considerable after liW5. 

2. The Demand fer Gold. 

(a) NoD-^Monetai jf iJemand . — What we are primarily concern- 
ed with is, however, the sujq^ly of monetary gold and not total 
gold in'oduction. It is ne<*esHary, therefore, to form an estimate 
of uon-monetary demand for gold in order to arrive at the amount 
available for monetary ])nr]mses. As the gold which goes* into 
India and China bec omes largely useless for monetary purposes and 
as, in any case, information is not available as to how it is 
distributed l)etween monetary and industrial uses, it seems best 
to deduct this amount as well from total production in order to 
arrive at the figure available for monetary purposes. The demand 
for use in industries lias been estimated at alxmt |10(> million in 
19^Jt). From 192t) to 1929', |1()17 million wojth of gold was 

produ(‘ed ; out of this f 307 million was absorbed by India and 
S927 million was added to the world’s monetary stock. So that 
fJ383 million or about |95 million per annum was absorbed by the 
industries. 

The rate of absorption in India is very variable depending on 
different factors. It was about 80 million gold dollars per annum 
during the quinquennium ending 1930. This figure is not at all 
too large for Indian absorption. In 1930, therefore, the total non- 
monetai^y demand for gold was | 180 million. In order to esti- 
mate the non-monetary demand in the future we have to make some 
assumption as to the rate of growth. It appears reasonable to 
assume that it grows at the rate of 1 per cent per annum, tha< is, 
in proportion to the growth of population. This is a very conser- 
vative assumption as it is known that wealth has been increasing 
much faster than population, probably three times as fast. On 
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this assumption an estimate of the amount of gold available for 
monetary pwi)oses has been made ajpid is given in the following 
table :• 


Table 2 

Estimated b'oN-MoNETAB.Y Demand eor Gold and the Amcwnt 
Available eor Monetary I’rnposEs, 1930 — i9. 

(In luillious of gold dollars.) 


Y ears. 

Total Gold 
Production. 

Non- Monetary 
Demand. 

Amount Available 
for Monetary 
Purposes. 

1930—34 

2,025 

920 

1,105 

1935—39 

1,941 

970 . 

971 

194t)L_44 

1,703 

1,02(1 

083 

1&45— 49 

1,441. 

1,0(M) 

881 


It i.s obvious that the uuiouut available for monetoi'y purposes 
will rapidly decline until, ‘during the (luiiiquenuium 1945 — 49, it 
is likely to be abimt 35 per cent of the amount available in 1930 — 
84. Annual figures for 1930 — 40, corre-spondiug to the 5-yearly 
totals given in Table 2, are given in Appendix 2. 

(b) Moiietniy Dcnumd . — ^The deniuiid fyr currency is depen- 
dent upon the volume of production and trade and on the monetary 
transactions to which such trade gives rise. The demand for gold, 
which forms the basis of currency under the gold standard system, 
is determined by the same factors in the absence of any important 
changes in the currency system. Therefore, the stqck of monetary 
gold should increase in the same proportion as increase in produc- 
tion and trade if stability of prices is to be maintained. No direct 
measurement of either the present or the past rate of economic 
progress, can be made. But certain estimates have been made 
which suggest that during 1850—1910 the rate of development 
was aboni 3 per cent per annum. Professor G, Cassel finds tiiat the 
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general price-level in 1910 wa« about the same as in 1850, so that 
an increase in the total stock of gold during this period gives an 
indication of the increase in production and trade. He finds that 
the average increase of gold stock during this period was about 
3 per cent per annum and says that “ we stand on fairly solid 
ground if we reckon with a figure of about 3 per cent as the 
charac^teristic of economic development during the period 1850 — 
1910/ Mr. J, Kitchin working on the same principle but basing 
his argument on the iiurease in the monetary stock of gold and 
not on the total stock finds lhat the average rate of economic pro- 
gress w^as about 3*1 i)er cent per annum during the same period.® 
Mr. Carl Snyder and other authorities in the XTnited States of 
America find ihat in that country the rate of e(‘onomic development 
was 3-5 per cent })er annum since 1870.*^ We are, therefore, justi- 
fied in believing that the demand for monetary gold, in the absence 
of radical changes in the monetary system, should increase by 3 
per cent per annum in order that additional currency necessary for 
meeting the requirements of increasing production and trade should 
be forthcoming, without ca\^sing a fail in the pric e-level. 

In order to arrive at the estimated figures of demand for 
monetary gokb rate of growth is not sufficient. We have to take 
into consideration, in addition, the legal minimum, reserve require- 
ments and to find out the total credit currency in existence in the 
year beyond which >ve wish to estimate. In 1928, the last normal 
year, the total note and sight liabilities of the c'entral banks of 
the world amounted to | 24,571 million. The legal minimum re- 
([uirements for gold reserve varied between 29 and 34 per cent. 
As it is customary to carry a c ertain amount over and above the 

7 OasBef, G. : Memorandum on the Supply of Gold, Annex X to First Interim 

Keport of tie Gold Delegation. f 

8 Kitcbini J. : Memorandum on the Supply of Gold Compared with the 
Prices of ^Commodities, Annex ,3^1 to the First Interim Beport of the Gold 
Delegation^ 

0 Bnyderi Carl. : Business tycles and Business Measurements 
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legal minimum, usually about 7 per cent, we would be justified 
in concluding that the actual gold reserve necessary would be 
l)€tween 33 and 40 per cent. Working on the note and sight 
liability of $24,571 million in 1928 and an annual increase of 3 
per cent in total currency, the amount of monetary gold required 
each year in order to supply the necessary additional currency is 
given in the following table on the basis of 33 per cent and 40 
per cent cover. 


Tablk 3 


Annual Inceemknt in Gold Eeserve Eequieed 
TO l^EoviDK 33 Per Cent and 40 Per Cent 
Cover, Assuming a 3 Per Cent Annital 
InorkawSe in Currency. 


(In millions of gold dollars.) 


Increment in Gold 
Reserve Required 
to Provide 


Years. 

3S per cent 40 per cent 



Cover. 

Cover. 

1930 

258 

303 

1931 

260 

313 

1932 

269 

328 

1933 

276 

382 

1934 

285 

341 

1935 

294 

352 

1936 

302 

363 

1937 

311 

373 

1908 

321 

885 

1909 

330 

396 

1949 

340 

408 


Excess or Deficit of the Amount of 
New Gold Available Compared with 
Increment Required to Provide 


33 per cent 
Cover. 

40 per cent 
Cover. 

-29 

-79 

-40 

-93 

-43 

“97 

-65 

-in 

“70 

“126 

-86 

“144 

-97 

- 158 

-UB 

-176 

“188 

“197 

“158 

“224 

-170 

“238 
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It is not necessary to carry this iable beyond IIMO. It is 
evident that on the basis of both 83 and 40 per cent cover, the 
amount of monetary gold available each year is insufficient to meet 
the demand and the deficiency increases rapidly. Therefore, the 
only possibility of maintaining the ])rice-level at the 112S level, 
assuming a rate of growth of 8 l er ((‘iit in economic aciivities, 
seems to be to fall back <iti any excessive reserves of monetary 
gold for making up the deficiemy in the annual supply. On the 
basis of existing laws regarding co\er and the existing practice 
of carrying 7 per cent ’ cushion/ no redundant stock of monetary 
gold w'as available in The average legal recpiirement for 

cover is about 83 per cent and the c ustomary 7 ])er cent C ushion ’ 
raises it to 40 per cent.^^ The actual mouetaTy^ leserve, in 1928, 
was 40*7 per cent, so that the surplus margin was negligible. 
Ftuler existing laws rc'garding reserve ratio, it apiu'^ars, therefore 
im])()ssible that any ludp could he leceived fiom ledundant stock 
of monetary gold, and Table 8 shows that the amount (;f new gold 
likely to hecome availahle could not liy itself prove adeejuate to 
maintain prices, 

3. Methods of Economising Cold. 

ilealisiiig this difficulty a number of suggestions have been 
made for economisiug the use of monetary gold, so that a larger 
structure of credit could he built cm any given amount. These 
Hiiggestions fall into six classes, — (1) Disccmtinuance of the use 
of gold for internal ])ayments, (2) Keplaiemcmt of notes of small 
denomination by coins of metals other than gold, (8) I^lxtension of 
the use of cheques and other credit instruments of that nature, 
(4) lleduetion in the legal ujinimum leserve requirements and 
also in the customary * cushion * c arried over and above that 
amount, (5) Extensive use of the gold -exchange standard system, 
(C) Permission to carry the legal reserve partly in gold and partly 


10 First Interim Report of the Gold Delegation, p. 100. 

F, 7 
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in silver. There is not any possibility of a large saving in 
the use of gold from the first three of these suggestions. Already 
94 per cent of monetary stock of gold is in the central banks, so 
that the use of gold (*oins for internal i)ayments has largely ceased. 
Notes of small denomination are not now iisetl over the greater 
part of the world and the use of cheques is well developed in 
Western eoimtries. In countries where cheques are not commonly 
used, their use cannot be increased very much by any banking or 
currenc y arrangements. Substantial economy in use of monetary 
gold can, iherefore, be cheated only by the extensive use of the 
gold-exchange standard and by reduction of the minimum cover 
rcMpiirements. 

The gold-exchange standard has, however, fallen in popularity 
lately. Aftcu- the War, it was considered the best lemedy for the 
currency difficulties of tliat period. Hut since then the attitude 
of nmny Huro])ean countries has effianged, so much so that 
has come for good or evil to be regardeci inei’ensingly as a British 
fad, and in some ({uarters on the Continent even as a nefarious 
plant to put Europe under the financial heel of I.ondon,’^^^ Under 
these conditions the possibility of a large extension in the perma- 
nent use of the gold-exchange standard seems to be remote. The 
use of the ideal fonu of the gold -exchange standard system, under 
which the total monetary gold stex^k of the world is held under 
the control of an intcuiiational organisation, is, of course, quite 
imjKJssible. Introduction of this sy.stem in a few subject coun- 
tries or in countries which are economically backward will not 
lead to large economy and will be resente<l as a badge of inferiority. 

11 For suggested methods of economising the use of monetary gold see 
(1) First Interim Report of the Gold Delegation, pp. 18 — 20, and other documents 
of the Gold Delegation^ (2) Sir Otto Niemeyer’s paper 'Hoio to Economm Qdd 
in the Inteimational Gold Problems; (3) The Draft Annotated Agenda of the 
World Economic Conference, pp. 15 — ^18; and (4) Keynes, J, M., A Treatise m 
Money, Vol. II, pp. 805—98. 

12 Sir Otto Kiemeyer, How to Economise Gold, International Gold Problems, 
p. 91, 
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Therefore, the chief practical iDothod of effecting econonjy in 
the use of gold seems to bo the reduction of the minim urn ( over 
requirements. The last suggestion, that is the permission to carry 
part of the reserve in silver, from the i)resent point of view amounts 
to a reduction in the minimum gold cover, and therefore need 
not be (‘oiisidered sc|)arately. It has been ])roposed that the mini- 
mum gold cover recjuirements should be reduced <o per cent, 
and the World Economic (jonferoiice adopted a resolution endors- 
ing this suggestion If this recommendation is adopted by the 
governments of different ( oiiiitries and if central banks cooperated 
among themselves to give effect to this proposal, they would 
have to carry a nseive of })er cent, adding 7 ]>er cent customary 
* cushion ’ to 25 per cent jnojjosed minimum legal r(\serve. So 
that the situation legarding annual supply and demand of gold 
would be more or less as indicated in Table 8 on the basis of 
pel’ cent reserve. If cejitral banks also agreed to reduce the cus- 
tomary ‘ cushion ’ the ]> 08 iti(m would be slightly better. Hut the 
deficit in the annual su})ply would still (ontiiiue. llouever, a 
fairly large part of the existing gold reserve of central banks, 
which is not roclundaiit under the present laws, would become so 
and could be used for making up the* deficit in the annual supply. 
Under the present laws the average reserve carried is about 40 per 
cent. — 33 per cent avejage minimum legal reciuirement and 7 ])er 
cent ‘ cushion.’ Under the proposed arrangement this would be 
reduced to 32 per cejii or slightly lower figure. The difference 
would bo available for being used as the ba^sis of credit in the 
future. In 1928, although no margin was available oii the basis 
of 40 per cent reserve, on the basis of 33 per cent reserve 1,SOO 
million was available for being xtsed for making up deficiency in 
the future supply of gold. On the basis of 33 per cent cover we 
find from Table 3 that the total deficit in 1940 will amount to 
about I 1,000 million. This surplus stock of monetary gold would. 


13 Reports Approved by the Conference, p. 1‘2. League of Nations Series II, 
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therefore, suffice to provide the basis for additional currency till 
about 1945. 

Even with the best })os8ible use of g'old, therefore, it does 
not ai)pear likely that a supply of gold sufficient for ])roviding the 
necessary increase in currency would be forthcoming after about 
1950. It is true that most of the assumptions on which this con- 
clusion is based have been for the time being upsei by the present 
fall of pricCvS or rise in the commodity value of gold. Tlie gold 
actually mined in 1931 was $459 million* as compared with the 
estimate of $402 million given here. India instead of 
absorbing gold has been exporting large quantities, con- 
sum])tion in industries has declined and the gold reserve of 
central banks hiiwS been fed from these sources as well as from 
hoards of unrecorded coin. These tendencies an* bound to ojieraie 
with every sudden rise in the value of gold. The study of the 
su])ply and the demand of gold is really much more comjdic^ted 
than the treatment ])reseniod here. It is a ])robleni in compcwdte 
demand and comjiosite siipply of a peculiar kijid, as the su])ply for 
ajiy j)aiticular j)urpose is made up of lunv mined gold as well as 
the total stoc k of gold ennph^yed in other uses. Treatment of the 
problem on tliese lines is, however, impossible with the present 
available inforniaticm. The comparatively s nqder ])reseutation 
given liejo, though not a complete solution of the problem, still 
ijidicates general long period tendencies. With a large sudden 
rise in the value of gold a tem])orary nt^w adjustment of the forces 
of supply and demand and a flow of gold into the monetary use 
is to be expected. Hut this does not invalidate our conclusions 
regarding the fundamental seculaj* changes. In the long period 
sudden disturbances in the value of gold on account of its misuse 
or maldistribution, can liave cojnparatively small efiWt. 

Moreover, so far the possibility of India and China adopting 
the gold standard has not been taken into account. In India there 

U Aonaul Beport of the U.S.A. Director of Mint, 1932, p, 151. 
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18 already eiaisiderable public opinion in favour of ado]itinj^ the 
gold standard as distinguished from the gold-exchange standard. 
With the restoration of the gold 8tandaT‘d in the more 
important nations of the world, this desire is bound to grow 
both in India and (Hiina. If India and (diina adopt the gold 
standard, any ])ej‘maneii< increavse in the world stock of monetary 
gold, on account of the events of the last few years, will be more 
than offset by the new (hnnand. In any case, therefore, the possi- 
bility of keeping the secular i rice-level stable on a gold basis seems 
to be very remote. 


4. Other Standards of Value. 

To leconsiiiut (Ji the basis of the gold standard is, therefore, 
to build on inse(‘ure foundation. The only other standards that 
have been pro))osed are either variants of tin* tabular standaid or 
biinetallivsm. These variations of the tabular standard are based 
on the idea of regulating the standard of value on the basis of 
some index-number cd' pi ices. The difKculty arises in choosing an 
index-number which will iudic*ate changes in the value of mom^y. 
Kvcm withiu a country it is extrcmicdy clitticuli to form an index- 
number which will reflect changes in the general value* of money, 
but whc'u the idea is applied to the regulation of an international 
standard of value it cximidetelv Ineaks down. For international 
regulation, the best that can be done is to he guided by iudex- 
uuml>ei\s of ])rices of conimc.dities which largely enter into world 
foreign trade, as, for instanc*e, the 1)2 coinmocliti(*s taken into con- 
sideration in the Jieague of Natic us’ Memorandum on Production 
and Trade.i'"* Put if the value of money is regulated with leference 
U> an international index of this kind, the internal price-level in 
any country may not be stable at all because the internal value of 
the standard will depend on a number of other aiticles. And if 


15 Koyne«, J. M. : Treatise on Money, Vol. II, pp. 389 — ^94. 
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the value in stabilised on the basis of an inteinal index-uuiiiber, 
the external value of the standard will fluctuate or the exchange 
rates will vary. This seems to be a fundamental objection to all the 
proi)osed variants of the tabular standard. It is impossible under 
this systein to altain international stability side by side with 
stability within the country. The other objection to these standards 
arises out of tlie fact that, however we may disa])prove it, 
confidence in a currency system in the majority of people is linked 
with the standard ()eing representative of a fixed amount of a pre- 
cious metal. This condition is jiot fulfilled by all the pr(^]>08ed 
systems. Take, for instance, Ihofessor Irving Fisher’s plan of a 
compensated dollar. He would ( hange the amount of gold repre- 
.^ented by a dollar according to changes in the ])rice-Ievel. The 
niujoi'it.v of the peo])le, have a dee|>-root(’d belief that ecjual qiianti-' 
ties of meials, in partic ular gold, have ecjual values, and therefore 
caiiind look at ])rop<)sals of th s nature with favour. 

As regaids bimetallism, its chief defect is that in practice it 
amounts to alternating monometallism. Even if there is a world- 
wide agreement for ado])ting bimetallism, the fundamental danger of 
its being in turns (‘ither ^cld or silver standard does not disappear. 
It is impossible to control the ratio at which two articles should 
exchange unless all the sources of sup])ly and demand are con- 
trolh’d })y the same authority and unless (ompetitive regulation 
depending on cost of j)roduc1ion is suspended. In practice, if 
there is an international agreement as to the ratio at which gold 
aird silver should circulate, that agreement in itself will help to 
maintain that ratio unless some radical (diauge iu the conditions of 
supply or in demand for uon-monetary ])urposes takes place. 
During the 70 years from 1803 to 1873, when the legal ratio in the 
bimetallic countries was 1 to 15*5, the actual commercial ratio 
never exceeded 1 to !(> or fell below 1 to So that even when 

the whole world was not on the bimetallic basis, the legal ratio 


Kogaro, Modern (hirrency Syateniy pp. 16*17, 
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helped to Btabilise the commercial ratio. But this stabilising in- 
fluence can be exercised only within limits. Kven it the whole 
world agrees to work the bimetallic system at a fixed ratio, it is 
possible that this latio may md be maintained if there is a funda- 
mental change in conditions of suj^ply, for instance, if mines of 
one metal get exhausted at a quicker rate than those of the other 
so that new production ot the metals decline's at dift'orent rates. 

5. Symmetallism. 

A way out of these diilicuhies can be touud in a proposal made 
b;^ Mai’shall as early as ltS88 l)ui forgotten in recent currency dis- 
cussions. In his evidence lieiore the Royal Commission on the 
Values of (xold and Silver, he suggested that a mixture ot gold 
and silver was the best basis for an internatiotial standard of 
valno.^*^ This system was later called symmetallism. A symine- 
tallic system even today seems to he the best possible currency 
system. It is free from most of the detects we have seen in the 
other proposed systems and it has some tid vantages of its own. 
Under this system the gradual fall in jirices, which we saw was 
likely to take jdace under the gold standaid system on account of 
a (lecliim in the supiily of monetary gold with reference tc; demand, 
need not occur. The supjdy of money metal will be increased by 
additions of silver and w-ill be sutheient for supporting the credit 
structure tor as long as can be foreseen. The divergence betw^een 
the internal and the external value of the standai’d, which we saw^ 
w^as one of the chief defects of the systems based on the regulation 
of the value of money on some kind of index-numbers, will not arise. 
If the credit structure is regulated in such a way as to maintain a 
stable internal piice-level, all that is required w-ill be achieved. On 
the basis of a fixed ratio ot gold and silver in the mixture, the 
exchange-rate will be fixed in the same w ay as between tw^o gold 
standard countries, 

17 Marfthall, Official Papers^ pp. — 31 and 101-02, 
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(>tt the (itlier hand this system will have some advantages of 
its own. Apart from the difficulty of maintaining a fixed ratio, 
bimetallism has ujany advantages to recommend itself. In the 
case of symmetallism all those advantages can be enjoyed without 
this difficulty. In addition, the symmetallic standard will be much 
more stable than ordinary bimetallic standard. As the value of 
the standard will be based the average of the two metals, when 
the two hap])en to be changing in opposite directions the value of 
ihe standard will he more stable than with the gold standard. 
The danger of the collapse of the price-level if India and China 
adopte^l the gold standard would cease to exist. And the imme- 
diate inflation necessary tor restoring the normal price-level, to 
which everybody seems to be committed, would be brought about 
without the currency losing ctjniaci with the precious metals. 
Partial monetization of silver in this manner, would helj) to restore 
the normal vahie of silver and what is known as the silver j.roblem 
would be largely solved. The increase in the \alue of silver would 
increase the purchasing power of the whole of the East, and so 
indire<*tly create a demand for goods which cannot be sold at 
present. 

As regards the (juestion of the ratio in which gold and silver 
should be jnixed in order to form the basis of currency, the best 
pr(jportion would be to mix together ])hysical (|uantities of tlie two 
metals exactly equal in value. In this mixture any change in the 
value of silver with reference to gold will be entirely compensate<l, 
and the piice of both gold and silver in the new currency w 411 be 
permanently fixed, ft is difficult to suggest the actual figure, but 
some light on this question may be thrown hy the following table. 


18 Edgeworth, F. Y. : Quentions Connected with Bimetallum, Paixsra Eelat* 
ing to Political Economy, Vol, 1, pp. 431 — i2. 
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Tabi^e 4 

AvEBARE OOMMEBCIAT/ HaTTO OE SU-VKK Tf) GoED PHOM 1900. 


Year. 

Hatio. 

Y ear. 

Ratio. 

1900 

33-3 

1910 

30-8 

1901 

34-7 

1917 

24 0 

uHia 

39-2 

1918 

21-0 

IfMIS 

38 1 

1919 

18-4 

1904 

35-7 



1905 

33-9 

1920 

20-3 

1900 

30-5 

1921 

32-8 

1907 

31-2 

1!.'22 

30-4 

190H 

38-2 

1923 

31-7 

1909 

39" 

1924 

30-8 



1925 

29-8 

1910 

38-2 

1920 

331 

1911 

38-3 

1927 

36-5 

1912 

33-0 

1928 

35-3 

1913 

34-2 

1929 

38-8 

1914 

37-4 



1915 

40-5 

1930 

53-7 



1981 

71-3 



164 


k M. HavL 

The ratio flucttiated between 80 and 40, except from 1016 to 
1920 and during the last two years of the table. These periods 
can be ignored as being abnomal. It appears that the normal rate 
m modern times is in the neighbourhood of 35. If once the price 
of silTer recovers from the present depression the ratio should be 
about 1 to 35, and the two metals should be combined in this ratio. 
Slight variation from this figure will not matter, for whatever be 
the commercial ratio if at that ratio quantities of the two metals 
equal in value are combined together, the price of both gold and 
silver will become fixed. 

EffortvS for an international agreement for the restoration of 
a stable international standard of value should be directed towards 
this end and not towards the restoration of the gold standard. All 
that is required is to agree to a fixed ratio in which to mix gold 
and silver. The system, otherwise, will work as automatically as 
the gold standard. Even if the whole of the world does not agree 
to it, a group of nations will find it an advantageous method of 
depreciating (mrrency and raising prices, and when conditions 
stabilize will find themselves on a more stable and workable 
standard than those which (choose to revert to the gold 
standard, though under these conditions stability of exchange- 
rates with the gold standard countries will not be attained. 
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APPENBIX 1 

OoMPAEisoN or THE Lj-;agxje or Nations’ J'Istimate and 
Me. Kit’chin’s Rstimate or GK^ld Peoduction, 1930 — 40 

In the following table aie given the annual estimates of the 
iotal gold production (d the world prepared by the Ijeagu© of 
Nations and by Mr. J. Kitchin. The Jjeague figures are based on 
information obtained officially from the more important gold pro- 
ducing countries. The Gold Delegation for which both these esti- 
mates were made adopte<l Mr. Kitchin’s figures. An account of 
these estimatee can be seen in Annexes VII and XIII of the’ First 
Interim Report of the (lold Delegation. 

Estimates or Wokld Gold PEonirmoN, 1939 — 40 
(In millions of gold dollars.) 


Years. 

lieague of' Nations’ 
Kstimate. 

Mr. Eitchin’s 

Estimate. 

1930 

406 

404 

1931 

401 

402 

1932 

407 

410 

1933 

399 

407 

1934 

3510 

403 

1935 

381 

398 

1986 

366 

397 

1987 

357 

392 

1938 

367 

384 

1989 

328 

370 

1940 

314 

370 
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APPENDIX 2 

Kstimatkj) WoBi-1) (J(n-i) Phouuction, Non-MSoketabt Dehamd and 
THE Amount Available for JdjoNETAET Purposes, 19Q0 — 40 

(In millions of gold dollars.) 


Yeors. 

(fold Production. 

Non-nionetary 

Demand. 

Amount Available 

for Monetary 

purposes. 

1980 

404 

180 

224 

1931 

4(V2 

182 

220 

1932 

410 

184 

226 

1933 

407 

180 

221 

1934 

403 

188 

215 

1935 

398 , 

190 

208 

193C 

397 

192 

205 

1937 

392 

194 

198 

1938 

384 

190 

188 

1939 

370 

198 

172 

1940 

370 

•200 

170 
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Profeasor of Kcononurfi, Xotrrosji Wad iff College, Poona. 

Ill the following** we shall attempt <o examine two currency 
standards: (1) the standard recommended by the Royal Oommis- 
sion on Indian {Currency, 192(J and (2) the standard adopted by the 
Indian Ctirrency Act 1927. We exclude from consideration, there- 
fore, the situation created by the susjiension of the gold standard 
in September, 1931. And, although we shall make reference to it 
for purposes of comparison, we shall not give primary consideration 
to the currency system as it operated before the War. 

The excuse for this analysis is the widely prevalent conception 
that the standard of the (Commission was similar to that ado])teil in 
Great Britain in 1926 and in France in Bi28, and which is generally 
called, Gold Bullion Standard;^ and that, till Seidember, 1931, 
India was on such a standard.'-^ A ])ro})er appraisement of the two 
standards, however, would show that it is incorrect to class them 
under the Gold Bullion Standard. 


’ > No book on the Hubject I have so far consulted lias called the Coniniission’s 
standard by any ofber name than Gold Bullion Standard. 1 may give here 
reference only to one widely read author in India. H. L. Chablani : Studies in 
Indian Currency and Exchange (1931), see chapter on Gold Bullion Standard 
particularly, pp. 171 et. seq. 

2 This last notion in particular is apparently prevalent among economists of 
more than one country who have made reference or paid attention fo the subject, 
e.g,, see (a) T. E. Gregory : The Silver Situation : Problems and Possihilitm. 
p. 21 j (b) 8. E, Harris: Monetary Problems of the British Empire, p. 453; 
(c) A. fT. Saunders : The Indian Reserve Bank and Sir Basil BlacketVs Work 
in India. Economic Journal ^ September, 1928, p. 406. 
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I 

The main feiiture« of the t/omiiiission’s standard may be sum- 
juarised as follows: 

(1) Paper expresvsed in rupees and issued by a lleserve Bank 
(the establishment of which the Oommission recommended) shall 
be unlimited legal tender which (piality shall be withdrawn from 
the sovereign and the half-sovereign. Paper shall not be legallt/ 
(‘onvertible into rupee coins (silver tokens).-* 

(2) The Reserve Bank shall sell gold for rupees at its Bombay 
Office in bars of approximately 400 ounces (1,065 tolas) at the 
price of lls. 21-ft-lO ])er tola (180 grains) of fine gold, but subject 
to the reservation under (3) beloiv. 

(3) When the market rate for telegraphit- Iransfers on London 
is 7m than the gold import ])oint into India the Bank shall sell 
gold for delivery in Bombay or in London at the option of the 
purchaser at certain “ notified ])rice8.^^ 

(a) The notified price for delivery in I/mdon shall be 

Rs. 21-3-10 per tola of fine gold 2^7 m.$ an amount 
corres})ondiug to the expenses of transporting gold 
Inillion from Bombay to the Bank of England, Lon- 
don, inchiding packing, freight, insurance and loss of 
interest. 

(b) The notified price for delivery in Bombay shall be the 

said ])rice plus an amount corresponding to tiviee th<i 
said expenses. 


3 The coinage of rupees was to be stopped “ until the amount of silver rupees 
in cinciilation is reduced to the amount required for small (hange.” (Para &0 
of the Report.) The rupee coins, therefore, were eventually if not imme- 
diately, to play the part of subsidiary coinage and the responsibility for supplying 
them, in conformity with the usual practice in other countries in this respect 
was he that of the Government and not of the Central Bank, 
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These prices shall he ealetilaled by the Reserve Bank from 
time to time and after approval by the Government pub- 
lished in the Gazette of India.^ 

(4) The Reserve Bank shall buy gold in Bombay, Calcutta, 
and Madras for delivery at its Bombay r^Hice in exchange for 
rupees at the rate of Rs. iil-3-10 i)er tola of fine gold in bars of 
approximately 400 ounces of fine gold.*'’ 

The second and the fourth of these provisions, unaccompanied 
by the third would render the (!?ommi8sion\s standard a perfect 
Gold Bullion Standard. The Reseiwe Bank’s buying and selling 
price of gold would then be identical a!)d the gold value of the 
rupee at the ])Iii(*e of issue would remain e,rncf]y H-47512 grains*** 
of fine gold. But in Kngland and France the gold value of their 
respective (urrencies might fluctuate betw(*en limits a])propriate 
to the difference between the buying and the selling piice of gold 
of their respective Banks of issue. To this extent the Comioission’s 
standard would then have bt*en 8U]»erior to the British and the 
French standards. 

But, as will be seen below, provision (3) by rendering provi- 
sion (2) Inoporutive makes the standard of the Commission differ- 
ent from u. (rold Bullion Standard. It limits the Reserve Bank’s 
ofl*er to sell gold in Bombay at Rs. 21-3-10 per tola of fine gold 
only to occasions when the rupee sterling exchanges are at or 
above the old import ])oiiit into India from England. 

The price of Rs. 21-3-10 per tola of fine gold represents the 
Bank of EngUiiid’s selling price of gold expressed in rupees and 
tolas of flue gold, instead of in sterling and ounces of standard gold, 


A l^ara. 180 of the Report. 
!> Para 151. 


6 Vide reference 7. 
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sterling l>eiiig converted into rupees at 18d. a rupee.*^ It also 
equates a rupee to 8*47512 grains of fine gold. Thus it rupee 1 — 
18(1. sterling, provided sterling is on gold, we mean identically the 
same thing when we say, that in London, 

(a) rup(>e l = 18d. sterling; 

(b) rupee l=:18d. gold;^ 

(c) rupee 1^8*47512 grains of fine gold; and 

(d) Hs. 21-8-10= one tola of tine gold. 

Therefore, if for c<jivenience of analysis we represent the 
expenses of transporting gold Imllion from Bombay to London by 
xd. per 18d. gold, provision (3) limits the Reserve Rank’s offer 
to deliver gold in Bombay at 18d. gold only to occasions when the 
exchanges are at or above (18-t-x)d. a rupe(^ 

AVh(>n tx( hanges are at or almve (18^ x)d., gold would bo flow- 
ing to India from Mngland and would be offered to the Reserve 
Bank under provision (4) at I8d. gold a rupee. When the ex- 
(dianges are ahore (]H+x)d. the bullion dealer would do this on 
his own account for the j>rofit the transactions would yield him. 
lie would l)uy sterling in the market at (18 + x+ oc)d. a ru[ee, where 


7 Tins cMlruilation may be made as follows : — 


1 oz. of Btaiidard gold 
1 oz. of fine gold 


Now, 1 oz. 

I tola 
and I rupee 

1 tola of fine gold 


= 778. 10-J-d 
= X 778, 104«I. 
1869 

~2xli " 


« 4ft0 grains. 
= 180 grains. 
= Is. CmI. 


180 
480 ^ 



1869 

^ 1869 
3x11 


X 


2 

8 


= B». 21 - 8^ 


= Rs. 21 - 8 - 10 (approximately) 

8 By the term 18cl. gold wc shall mean, standard gold of the value of IBd. 
sterling at the Bank of Engla)\d’s selling price of gold. 
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stands for the excess of the market rate of exchange over 
(18+x)d. ; with this buy equivalent gold from the Bank of Eng- 
land; pay expenses of transporting it at the rate of x d. ; offer this 
gold to the Heserve Bank at the rate of 18<1. gold and thus realize 
j)rofit8 at a rupee. When the exchanges are just (18 + x)d, he 
would perhaps act on behalf of the business community who (owing 
to the relative s(*arcity of import bills which an exchange rate of 
(18+x)d. implies wcaild find it necessary io import gold to place 
themselves in funds. 

It is iiuonceivable, therefore, that demand will be made of the 
lieserve Bank to deliver gold in lk>nibay at 18d. gold a rupee 
when exchanges are at or above (18-fx)d. (jrold would then be 
offered to the Hank at this rate either because it yields a profit to 
the bullion dealer or because the business community finds it 
necessary to do so. Thus provision (2) would remain inoperative. 
It w^ould play no part whatever in determining the character of 
the standard. 

But this is not true of provision (4). It prevents the rupee 
from rising above 18d. by more than the cost of remitting gold 
to Bombay from England, i.e., above (18+x)d.^ 


9 In the light of tlie above analysis of the Commission’s Standard the following 
remarks of Professor Chablani are of peculiar interest. After quoting Sir Basil 
Blackett’s address io tlie Delhi Oniversity at length, he observes : “ These in- 

exact expresshms these ’ here referring to expressions like ‘ the Is. 6d. rale ’ 
or ‘ a Is. 6d. rupee ’) arc likely to lead the unwary reader .... into the error 
of believing that it was all a question of fixing exchange in terms of sterling or 
the British standard of value, Aa’ a matter of fact, they mean nothing more than 
that the gold panty of the rupee was being fixed at 8,47512 grains of gold. Un- 
like the monetary standard in pre-War days, the new gold bullion standard would 
not he a dependent standard. Under it, rupees and notes would be linked, not 
to any foreign currency, but directly to gold. It avoided the mistake committed 
by the authors df the pre-War currency system of linking the maintenance 
of the standard of value with the incidental and varying circumstances 
of exchange and of placing it at the mercy of currency and credit changes in 
England. The real standard of value in India would be neither the silver rupee 
nor the sterling, but gold and gold alone.” 1 Op, cit„ pp. 171-7‘2. 

P. 9 
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id^ 

We may next examine provision (3). It states that when 
exchangees are below (18'fx)d. the Heserve Bank shall deliver 
gold, (a) in Ijondon at (18-x)d. gold,io (h) in Bombay at 
(13-'2x)d. gold^i per ru])ee. 

When exchanges are between (18 + x)d. and (18-~x)d. remit- 
tances abroad would be made through the foreign exchange market 
and not through the Keserve Bank. For, supposing the market 
rate of exchange to Im? (18 -x+ ^) 6 . where gd. stands for the excess 
of the market rate over (18-x)d. one would get gd. per rupee 
more in the market than at the Keserve Bank. 

But when exchanges are at (or below) (18-*"x)d. recourse 
will be had to the Reserve Bank’s offer of gold in l>ondon, either 
by the bullion dealers on their own account or on account of the 
business ('immunity to liquidate the adverse balance of payments 
which this vState of the exchanges im]dies. 

But the Bank’s offer to deliver gold in ]k)mbay at (18~2x)d. 
gold a rupee when exchanges are between (18±x)d. would not be 
of service either to the bullion dealer or to the business community. 
For, one could then i)lace himself in possession of gold in Bombay 
at (18-2x-}- 5 )d. gold a rupee and therefore realize profits at the 
rate of gd. if the Keserve Bank were to agree to ()uy gold in 
Bombay at the rate at which it offers to deliver it! 

When exchanges are just (18~x)d. it is probably a matter of 
indifference to the bullion dealer whether he imports gold himself 
or buys it from the Bank. But if x as calculated by the Reserve 
Bank should prove to be higher than the corresponding expenses 
for the bullion dealer even by a trifle, the latter would import gold 
himself. Further importation on his own account might have 
some value as an advertisement. Also, since the Bank would 

(The italics in the above passage are author’s own and oamment is 
unnecessary.) 

10 By the term 18d. gold we shall mean, standard gold of the value of 18d. 
sterling at the Bank of England’s selling price of gold. 

11 Ibid, 
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supply him bullion only in Iwirs of approximately 4(X) ounces if his 
requirements are not of these dimensions he would not ask the 
Bank for gold. 

This ofter would not prove of service to the business communiiy 
HO long as gold is available in London at (IS 'X)a. For, their 
debt obligations when the exchanges are at the gold exj)ort point 
would be abroad and not in Bombay.^- 

Thus like provision (2), jmAMsion (3)b would also remain in- 
opei'ative. In no event wouhl it atTecd the (duuiu ter of the 
Standard. This is determined exclusively by j)roviHions (4) and 
(3) a. The one prevents the rupee from ap])re(*iatiiig above 18d. 
by imvre than the cost of importing gold into Bombay from 
England and th<‘ oth(*r ]irevents it from de])reciating below 
(18--x)d. 


II 

How does tills standard difl'er from the Sterling Exchange 
Standards Under the Sterling Exchange Standard, the exchange 
value of the rupee would be kept within (18±x)d. by the pur- 
chase and sale of .sterling by the currency authority at (LS+x)d. 
and (18 x)d. a rujiee, iesp(*ctively. And from the above analysis 
it would seem that under the standard of the Commission these 
limits would also be (18 t x)d. 

But there would he some ditferein e which we have so tar 
ignored. Since the Commissioirs Reserve Bank would only offer 
tolas of fine gold at (18- x)d, gold a rupee' and not sterling the 
rupee might dejireciate below (18 ”X)d. by the fraction appropriate 
to the difference between the Bank of EnglaiuTs buying and sell- 
ing price of gold. It would pay per every mince of gold IJd. less 
than the value paid to the Reserve Bank in India to obtain the 

12 "Wc need not take into ac<M)unt here the situation when exchanges are 
below (18 — x)d. For* this is unlikely so long as the offer to deliver gold in 
London at (18 — x)d. remains in force. 

13 Bee Footnote No. 9, p. 191, 
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gold. That is to say, since payments are made in currency and 
not in hars of fine gold each weighing approximately 400 ounces 
per every draft of the value of 400 ounces of gold, businessmen 
might incur an additional expense of £2-l(M) iinder the Commis- 
sion's standard to that under a Sterling Exchange Standard! But 
if this difference be ignored there is little to distinguish the 
standard of the Cbmmission from a Sterling Exchange Standard. 

Does the Commission’s offer to deliver gold (and not sterling) 
in Ijondon make it any difl'erentP Not when sterling is on gold. 
For, what tlie Comn)ission has done is only to convert sterling 
that would be offered under a Sterling Exchange Standard into 
equivalent tolas of fine gold. XTnder a Sterling Exchange Stand- 
ard the rupee would be redeemed in drafts ex])ressed in pounds 
sterling, that is to say, in units containing 113-0()lf> grains of fine 
gold, and payable at the Bank of England, lx)ndon. Fnder the 
Standard of the Commission it would be redeemed also in drafts 
payable at the Bank of England, liumdon, but expressed instead of in 
sterling, in tolas, that is to say, in units of IHO grains of fine gold. 
The exj)ression of drafts in units of 180 instead of 113 grains of 
gold does not make the Comniissi(>n’s Standard, a Cold Bullion 
Standard. On the contiary it involves not only inconvenience but 
also as observed above, a small additional (‘xpense in making 
remittances. 

But, the dift’ereme between the two standards would be felt 
if and when the ru])ee decides to remain on gold while sterling is 
off it. This feat, however, would involve the Representative in 
India of the British Oovernment in abstaining from taking action 
to relieve the Bank of England fnun paying out gold to the order 
of the Reserve Bank w^hen his Principal in White Hall will have 
relieved it of its obligation under the law’ of redeeming sterling into 
gold, precisely because the Bank had not adecpiate gold for the 
purpose. 

It is needless to discuss whether this is at all probable, 
Suffice it to point out that following England’s departure from 
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gold the rupee was made to go with sterling and not with gold. 
As soon as information was received hy cable that th(' British 
Government had decided to suspend the gold standard in England 
Section 5 of the Indian C7uiTency Act, 1927, (needless though it 
would seem to have been if the object in view was suspension of 
the gold standard) was susptnided by a Vice-Kegal Ordinance. 
This sus])ensiun, it would seem, howcwer, w^as done only in a state 
of pani(‘. For, consistently with the snp])osedl 3 ^ offending section 
remaining in force, the rupee could have been redeemed in 18d. 
sterling instead of in 18d. gold or equivalent sterling. And ac- 
(‘ordingly the ill-merited suspension of this section was set aside 
Mibse(|uently.i^ 

III 

How does the (Commission’s standard differ from (he pre-war 
currency system ? 

Before the war by a body of administrative practice or noti- 
fications of (he Executive the exchange value of the rupee was kept 
within limits appro])iiate to a Sterling Exc hange Standard. The 
sovereign being unlimited legal tender at ,£J to 15 lupees, the 
rupee could md apj^reciate abo\e ICkI. by more than the cost of 
remitting sovereigns to India. Also a notification of the Secretary 
of State offering to buy sterling without limit at Kijd. a rupee, 
prevented the rupee from rising above this limit. And by an 
administrative practice, not always in full effect, of selling bills 
payable in Ixuidon for rupees tendered in (Calcutta, at a rate not 

29 

more unfavourable than Is. 3 li. per rupee, the rupee was pre- 
cis 

vented from falling below this limit. 

14 See Ordinance VI, 1981 (Gazette of India Extraordinary, September, 
21, 1981) and Ibe statement of the Finance Member in the Legislative Assembly 
on September, 21, 1981. Assembly Debates, 1981, Vol. V, p. 733. 

16 See Ordinance VII, 1931 (Gazette of India Extraordinary, September 24, 
1981) and Ordinance VI, 1982 ((razettc of India Extraordinary, January 30, 1932.) 

16 See Keynes : Indian Currency and Finance, Chap. I. 
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It 18 obvious, therefore, that the OoinmisBiou in effect did 
little more than attempt to perfect the Sterling Kixchange Standard 
as it operated before the war. In the first place instead of the 
upper limit of the rui)ee being determined by the cost of import- 
ing little circular pieces of standard gold bearing the head of the 
King of Eiugland, the ( Unnmission would have it determined by 
the cost of importing bars c;f fine gold. But ibis was in a way 
only the logical couse(iuenco of the closing of the mint to the 
])ublic in England. Sectmdly, the sale of drafts on lioiidcm to 
]>reveiit the rupee from falling below' (18‘-x)d. the Coniniission 
would })iit oil a legal basis instead of a basis of administrative 
practice as w’as the (*ase before the war. In Ihe third jdace, the 
limit of depreciation of Ihe ru])e<‘ they would fix a1 the ' low^er 
gold point* to be determined from time to fime ajid not at a more 


or less arbitrarily fixed point of 



below parity. 


TV 


b'inally, how dues tl)(' (Commission’s standard differ from ihe 
(jold Hullioii Standard? We shall illustrate ihis difference by 
refeieme to the Bullion Standard established in France by the 
Monetary I^w of 1928. 

This law' lays dow^n that the Bank of Frau<*e shall reileem its 
notes at its “ (Jentral Itegisiered Office’* and not in J>ondon, New 
York or l.apland in gold and not in titles to gold ineaTit for 
delivery in these foreign centres, at b6*5 milligrammes of gold 

y^ths fine, per fram*. Also, it requires the Bank to buy gold 

for francs at the same rate niinim a small amount correRponding to 
the cost of coinage cluirged by the French Mint, namely 40 francs 

n Among the minor differeneen between die two ByHlemn may be mentioned 
(1) the demonetisation of the sovereign and half-sovereign, and (2) the abolition of 
the le^al oonvertibility of paper into rnpee coins. 
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per kilogramme of gold.^^ This obligation to buy and sell gold 
is independent of the Ktate of French ICxchaiiges : the latter is 
meant to be detejniincd by the former. 

On the analogy of the alx>ve under the Oold Unllion Standard 
the Commission’s lieserve Hank sliould redeem rupees, in gold at 
its Hombay Office at S-dToHi grains of fine gold i)er ru})ee and buy 
gold in liombay at the same rate with or without a deduction 
corresponding to the cost of coinage. ’Jdiese obligations should be 
incumbent u]}ou tlie Hank jrres])ective of the state of exchanges 
which it is their purpos(* to determine, (b* to put it in the language 
that the (lonimission has fouml convejiient, tlie Reserve Hank 
should sell gold in bars ot approximately dOH ounces (1,065 tokis) 
at Us, 1^141-10 ]KU* tola of tine gold, and buy gold at the same rate 
with or without a deduction eorrespunding to the cost of coinage. 

The Commission’s selling rates (they have more than one 
selling rate !) of gold, however, are different from the above. They 
are made to be dependent upon the state (d' the exchanges instead 
of themselves Indng ri'sponsible tor determining it and are a])pro- 
])riate only to a Sterling Kxiluinge Standard. 

The difference between fhe Cold Hullion Standard ami the 
Standard of the Commission becomes apparent in the difierence 
between the limits within whudi the exchange value of the rupee 
can ffuctuate under the two standards. This we shall atteniiit to 
indicate as follows : 

litd capital letters A, B, (k etc., represent the foreign countries 
on gold and small letters a, b, c, etc., the cost of transporting bullion 
froxn Bombay to these rtxspectiv© countries, in d. per 18d. gold. 
Then, under a (xold Bullion Standard the limits within which the 
ex(‘hange value of the nijiee can fluctuate in terms of cnrrencies 
of A, B, 0, etc., (all of which for the sake of convenience we 
shall express in terms of sterling) Nvonld be(18 ± a)d, (18 ± b)d, (18± o)d. 


18 This samniary is baHC-d on I^epfislation on Gold (League of Nations, 19fK)) 
pp. !JS19-80, 
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But under the CommisHion’H Standard while the upper limits of 
the rupee would l)e the same as under the Bullion Standard the 
lower limits would be (18-x-fa')d., (18-~x + b')d., (18-x+c^)d., 
etc., where a/, b', c', etc., represent respectively the <X)st in d- 
per 18d. gold of transporting gold from Ix>ndon to countries A, 
B, 0, etc. 

That is to say, under the Standard of the Commission as under 
a Sterling Kxchange Standard, the rupee might depre(date by 
(x + a'“a)d., (x4-b'-b)d., (x + c'-c)d., etc., lower than under 
a Gold Bullion Standard. To this extent, therefore, the cost of 
making foreign remittances on Indian account might be higher, 
i.e., the (joinmission’s Standard might involve a more costly 
mechanism of gaining access io foreign ( inrencies than a Gold 
Bullion Standard. 

V 

We may next examine (he standard esUiblished under (he 
Currency Act, 1927. The main features of this Act relevant to 
our discTission may be staled as follows : — 

( 1 ) The Governor-General-in-Couneil shall sell, 

(a) gold for delivery at the Bombay Mint at Its. 21-8-10 per 

tola of fine gold in amounts not less than 4fK) ouncee 
of fine gold; 

or, at the option of the Controller or the Deputy Controller; 

(b) Sterling for immediate delivery in London at (18~x)d., 

a rupee also in amounts not less than the value of 
4(K) ounces of fine gold. 

(2) The (iovprnor-Oeneral in Ooumil shall bny jfold in 
Bombay or at any other notified place in amounts not less than 
40 tolas at E«, 21-3-10 per tola of fine gold. 

But for the option under provision (]), the standard of the 1927 
Act would have been a perfect (.lold Bullion Standard. This option, 


Bee Footnote Ko. 9, p. 191. 
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however, renders it a Sterlini? Exchange Standard. Under Ex- 
change Standards, it is the usual practice to-day to give the 
currency authority concerned the option of redeeming its currency 
in gold or exchanges.^-*^^ 

This otters an iiidiicement to the currency authority to main- 
tain its reserves in the form of exchanges rather than in gold. 
For, while the former would yield an income in the form of inter- 
est the latter would yield none. Naturally, therefore, the local 
curren(\v w’ould then he normally redeemed in exchanges and not in 
gold. This would make it an Exchange and not a Bullion 
Standard. 

But, under ceitain circumstances it would appear that it is 
convenient and advantageous to redeem the c‘urrency in gold lather 
than ill exchanges. For, when the exchanges of a country Y 
on a (rold Exchange Standard are at the gold import point 
from one or iiKire <‘ouritries A, B, C, etc., gold would l>e flowing 
into it from the latter. If simultaneously with (or subsequently to) 
this the ex<'hanges of Y touch the gold export point to one or more 
of countries Tv, L, M, etc., then, it would be (‘onvenieut to meet 
the demand for remittances to the latter in gold rather than in 
exchanges. Redemption of the local (uirrency in exchanges would 
then involve the depletion of interest yielding reserves and the 
accumulation of noii-interest yielding gold. Also, the conversion 
of this gold into exchanges later would involve the exj>enses of 
transporting it. 

If (ountry Y is on a Sterling Exchange Standard like India 
redemption of the local currency^ in sterling, when sterling 
exclumges are at the gedd c^xport point from England, would entail 
the exerting of a greater pull on the reserves of the I^ank of 
England. By releasing whatever gold there may be in the 


90 The currency authorities of the following* ('oimtries on Exchange Btandards 
enjoy this option : Albania, Belgium, Bolivia, Chile, Czechoslovakia, Bdnitdorm 
Finland, Guatemala, India, Italy, Latvia and Peru. 

E 10 
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reserves instead of sterling, in Bombay, the Bank of England could 
then lie relieved of a corresponding embarrassment. 

VI 

To summarise our conclusions. The currency standard of the 
Hilton-Young Commission was only a Sterling Exchange Standard 
dressed up. And, on reading the Commission’s excellently worded 
rejmrt one cannot help thinking that the conversion of sterling drafts 
appropriate to a Sterling Exchange Standard into drafts of equi- 
valent tolas of fine gold for delivery in Tiondon, valued at so many 
rupees, annas and pies; the limitation of minimum deliveries to 
400 ounces after the fashion in England; the offer of gold at 
parity in Bombay only on occasions wh(m no one would ask for 
it; its offer at other times at a pri(*e acceptable to none; the ela- 
borate eulogising of the virtues of the Gold Bullion Standard the 
ready acceptance of even the far-fetched objections to T<jxchange 
Standards advanced by Indian critics of such standards and 
finally, the solemn christening of their standard as the Gold 
Bullion Standard^'^ were all ])arts of the golden apparel used, 
it must be conceded, to the credit of the Commission with succ ess- 
ful results. 

In putting their dressing on it, however, they made possible 
the depreciation of the r\ipee by a trifle below the lower limit 
proper to a Sterling Exchange Standard. Ignoring this there is 
little to distinguish the Commission" s standard from a Sterling 
Exchange Standard. It was not a Gold Bullion Standard. It was 
only an attempt to perfect the pre-war currency system. 

In lOS'T, the larger part of this elaborate apparel was quitely 
removed and until September, 19S1, (as after it) the rupee was 
not on a Gold Bullion Standard, but on a Sterling Exchange 
Standard. 

9l 'Patfkl5* 59 to 68.* ” ' 

SS'ParaB. 125 and 99 to 32. 

S3 Para. 59. 
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BY 

A. Ramaiya 

INDIA’S INTEREST IN SILVER 

To uuderstajid the uuttire and extent of India’s intorewst in the 
problem of silver it is important to note at the outset that she is 
not a i)rodurer of silver except to the extent of a few million 
ounces per year, and even this production is mostly under European 
ownership. So that it will be substantially correct to deal with 
her position as tliat of a holder and consumer of silver merely. 

The total sto(*k of silver (both monel ary and non-monetary) 
in Indiii may now be said to exceed roughly 1520()m. ounces, making 
due allowance to loss by wear and tear Ihrough the ages. In 1925 
the stock was estimated by Mr. Josej^h Kitchin at 455(hn ounces, 
and the subsequent net imports down to date (from 1925 to 1932) 
after making due albnvance to the Indian (Government’s sales of 
silver during these years come to about b50m ounces. It is not 
enough to know the quantity of the stock. Its gold value at pre- 
sent in the world market at the rate of 28^ cents an ounce comes 
to 1482m, Dollars, which converted at the statutory rate of 
exchange of $ -SGSO ])er rupee is equal to about 410 crores of 
rupees. Nor is it enough to know the prevsent value of the stock. 
Only if we see the total actual cost at which the various quantities 
purchased by the country for a long series of years, have been 
acquired, we can realise the huge loss caused to India by the con- 
tinued depression in the price of silver during recent years. To 
have an idea of the magnitude of the loss it is enough if we start 
with the year 1893 when the silver standard wavS abandoned by 
the Government of India and the mints were closed to silver. The 
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total eoasuiuptiou of silver by India from 1493 to 1898 is accord- 
ing to Mr. Kitchin 2G2(>m. oiiiiceH and its value iJG67m. or 1000 
crores of rupees. Subsequent net imports of silver into India 
down io 1924 have Wn calculated by the same authority at 1980m. 
ounces at a cost of iJ275m. or about 410 crores. Since 1924 down 
to March 1932 the net imptwts (after deducting (Tovernment sales 
outside India) have amounted to more than (JoOm. ounces, valued 
at about 90 crores (>£ rupees. Thus the prices j)aid for the various 
quantities of silver acqiiired from 1893 to 1932 phis the actual 
value of the stock when India went off the silver standard in 1898 
amount to 1,500 crores of rupees. Comimre with this their reali- 
sable value at the present price of silver, viz., 410 frores, 
and we have an idea of the magnitude of the depreciation of silver 
and the loss to India thereby. 

But this loss is to a large extent only notional. An analysis 
of the nature and extent of the varityiis classes of holdings in 
India will show that a large juirt of them may literally be termed 
* frozen wealth * in the senise that it cannot in any way be aft'ecte^l 
by the depreciation or appreciation of silver. 

As there is a good deal of misunderstanding both in India 
and foreign countries about the nature and extent of the private 
holdings of the Indian i-eople in gold and silver I take the lilyerty 
to discuss the matter in some detail here. 

The entire gold and silver stock in India may be classified as 
follows : — 

1. Government llcserves. (Value in rupees) as on 30-4-1933: 
(i) coin, 

(a) Silver— 96,92,20,482. 

(b) Gold— nil. 

(ii) bullion, 

(a) Silver — 15,9(>,44,886. 

(b) Gold~26, 40, 43,639. 
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2. Coins in actual circulation as Currency: 

(i) Silver— 350,00,00,000 (estimated). 

(ii) Gold — nil. 

N«B« — There have been no ^old coins in circulation in India 
under British rule, but before the threat War, till 
1914 Britivsh gold sovereigns and half-sovereigns were 
circulating as currency to some little extent, and 
were legal tender though the (lovernment was under 
no obligation lo issue them on demand. 

3. Brivate hoards or holdings of gold and silver coin, bullion, 

( ic. : — 

(i) Wftk Bullion dealers, — The stoi*l<s with these X)eople are 
floating, lo some extent spec illative and varifying in cpiantity from 
day to day. 

(ii) \\ till ihc Indian Beinces and Za nn ndars , — These are llie 
wealthiest classes of people in this country and the Killing l^rinces 
alone number 51)2. Their hoards and holdings consist of rupee 
coins, gold coins such as the British sovereign and half-sovereign 
and the American 19 dollar and 20 dollar piec es and gold and silver 
jewellery, utensils, decorative ornaments and things of that sort 
reciuired for pomp and show. It is not possible to estimate the 
extent of these though they are believed to be fabulous. One 
Kuling Prince alcme is said to have a ])rivate hoard in coin and 
bullion worth inoie than Ks. 10 crores and his jewellery valued at 
Hs. 200 crores. Ibidcu- a modest estimate we may value (at c*ost) 
the pos^sessions of this cdass of the pc>])ulation as follows: — 

Gold (mostly in the form of jcnvellery and hoai*ds 
of British sovereigns, and half sovereigns, and 
XJ. S. A. 10 and 20 dollars coins) ... ... 250 crores. 

Precious stones (incduding pearls, etc.) ... 200 crores. 

Silver-utensils and ornaments kept for pomp and 

show (about 1000m. ounces ... ... 100 crores. 

Rupee Coin ... .... ... 60 crores. 
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(iii) With other 'people , — Here a distinction has to be made 
between the richer and middle classes on the one hand and the 
poorer population on the other. While all alike hoard rupee coins, 
gold in the form of jewellery is mostly held by the richer and 
middle classes who us© silver only for making household utensils. 
The poorer classes have few gold jewels and few silver utensils 
while almost the whole of their personal ornaments are only 
bangles, anklets, and things of that sort made of silver. In the 
case of all classes the wearing of jewels is confined mostly to 
women and childieri who, whether rich or poor, ought according to 
social custom and religious usage to have on their bodies (neck, 
ears, etc.) (‘ertain “ necessary ornaments made of gold or silver 
according io the means of the wearer’s family. No degree of de- 
preciation in the value of gold or silver in the inarkei will have 
effect on the sense of feeling of the wearers of these jewels and 
no offer of a high pri<‘e will induce them to ])art with the jewels 
for the sake of Ibe bullion value. With regaad 1o their other jewels 
which are worn solely for, the sake of display and which may be 
termed ‘ luxury jewels ’ the effect of a rise in ])ri('e in the bullion 
market will be to attract them to the market for sale. As they 
are also brought to the market to be turned into cash in time of 
need, a fall in j)rice of gold <.r silver as the case may be, may affect 
their sense of their own worth and through that their purchasing 
capacity. No (*lear-cut distinction can, however, be mad© between 
necesw^ry and luxury^ jewels for the whole of India, 

Sir Basil Blackett estimated the private hoards of the ptx)ple 
of India at Rs. 100 (‘rores. (See Evidence before the Indian {Jxxv^ 
rency Commission, Vol. IV, Q. KKiOO) ; but it appears to me to be 
a gross under-estimate. As he himself said it was a mere guess 
and no more. Having (losely observed many different classes of 
people in various parts of India, I venture the following estimate 
(though I must also confess that it is a mere guess and no more, 
though perhaps based on wider local knowledge and closer 
observation ) 1 — 
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Coin in hoards ... ..... I(K) crores of rupees. 

Silver ornaments and utensils ... 150 crores. 

Gold jewellery (mostly held by the 

upper and middle classes) ... 300 crores. 

A good part of the gold and silver holdings of the people (in- 
cluding the PriiK'es and Jk-amindars) was accpimxl during recent 
years when lK>th the inetiils were stdling cheap, and the recent 
exports of gold from India after the Gold Standard w’as su8i)eiided 
in Septemhei* 1931 are to be traced ]»artly to the floating stocks of 
bullion dealers and partly to (he stocks of luxury jewels held by 
the richer and middle (dasses. The high price at which gold has 
now l>een selling, combined with the belief that the price must 
sooner or later go down, has in(luce<l these j<eople to part with 
a portion of their gold holdings at a profit. 

(iv) With Tent [ties, J/wff.v, ei (\ — Economists both Indian and 
foreign have not paid attention to the enormous wealth held by 
religious trusts in India. An estimate made by the present 
writer, on the basis of information (not however cpiite accurate or 
complete) supplied to him by the President of the Madras Hindu 
Keligious and Charitable Endowments Board a year ago showed 
that in the Madras Presidency alone the number of Mutts, Temples 
and other places of worship exceed 5CK),(KK), of which at least 
30,000 held income-yielding properties and jewellery of enormous 
value. There is no hoarding oi silver coin or bullion as such by 
them. All their silver and gold holdings exist in the form of 
decorative ornaments and things of that sort. Many of the Hindu 
idols themselves are wholly or partly made of gold or silver. 
Canopies, and {'ars, Vahanam^ and other vehicles in which the idols 
are taken in procession, the jewellery of the Gods, the crests 
(Sthiipis) of the inner shrines of temples, iitensils used for pur- 
poses of worship on festive otjcasions and other paraphernalia are 
all in very many cases made of silver or of silver with gold coating. 
The total value of their properties (exclusive of their buildings 
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which might have cost at least 5(K) crores of rupees) will on a 
modest estimate come to at least 175 crores of rupees — the value 
ill the case of their gold and silver possession representing cost 
of acquisition and not |)resent market value. Thus; — 


1^1 ded Proiierties 
Silver holdings 
Gold holdings 

(;mamenis with inecious stones 


101) crores. 
30 crores. 
2t) crores. 
25 crores. 


This is for the Madras Presidency alone, which is in area and 
population one-tu^elfth and one-fifth respectively of the whole of 
India. Making allowance for the tact that Madras coriiuins a 
larger number of Hindu Temples and Mutts than any other Prt>- 
vince in India, we shall not be far from the truth if we make our 
estimates for the whole of India at four times those for Madras, 
which will give the following figures: — 


Ijmded Properties 

Silver 

Gold 

Ornaments and Jewellery 


400 crores. 
Its. 120 crores. 
Us. HO crores. 
Ks. 100 crores. 


The more gold and silver go down in ])rice the greater is the 
absorption of them for temple purposes. Not only are the funds 
of the temples utilised for such purposes but large mimbers of 
religiously-minded Hindu men and women, village communities 
and other social organisations purchase from out of their private 
and common funds large quantities of gold and silver, make 
jewels, utensils, Vohamwns, Cars and other paraphernalia and pre- 
sent them to the temples for the use of the Gods they want to 
glorify. To my own knowledge during the past five or six yem^s 
owing to cheapness of silver, many Houth Indian temples which pre- 
viously bad only w^ooden Vahanams and utensils for the use of their 
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deities have gone iu for silver and gold-plated ones. Whether 
rich or poor, whethei^ jK)ssessed of private property or not the 

Hindus of the orthodox type have a passion for building temples, 

endowing them with properties, and adorning their gods with orna- 
ments of gold ami silver, the extent of which cannot be imagined 
by non-Hindus especially foreign Christians. When once gdid and 
silver are absorbed by the Hindu temples and Mutts, they l)ecome 
inalienable trust property which cannot be attracted back to the 
bullion market even by a 1,(K)0 \)er cent rise in the prices of these 

metals. They are for all practical jjurposes al)solutely ‘ frozen 

w(*alth ’ inciapable of being aft'ected by the market price in any 
way. 

So that now in rc-.spect oi the hoards and holdings of silver in 
India the fa^ ts are : — 

(1) That apart from the sto<*k of rupees in G-overiiment, Re- 
serves and in circulation, the quantit^'^ in the hands of the hoarders 
( Ih'inees, Zamindars and people) amounts to its. 150 crores.' Here, 
though the rupee is silver coin, the hoaiders are not affected by 
the fail in price of vsilver in the sense of its diminishing their pur- 
chasing pt>wer as the rupee is legal tender currency, and is expected 
to continue to be so. The fact that the silver content of 
the rupee has <onsiderably gone down in terms of its currency 
value, may have a psychologii al effet t on the hoarders and shake 
their confidence in it, but their greater confidence in the permanence 
and, credit of the (Government of India and in the legal tender 
character of the rupee issued by it has made them resort to it as 
a reliable iimterial of value for hoarding purposes. The only thing 
necessary is that the (lovernment of India should continxie to main- 
tain its credit as Ouirency Authority, possibly, among other means, 
by preventing the price of silver falling below a particular point. 
To this extent then, the (.xovernment of India may be said to be 
interested in the vsilver question. 

With regard to the silver in Government Reserves, so long 
as th^ (^vernment <b^s not propose to dispose of any more quan- 
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tity than it has already done (and it need not dispose of any 
further quantity at all), they have also a vital interest and respon- 
sibility in respect of the matter. They had acquired their silver 
for coinage purposes, at far higher prices than it is selling now* 
From 1893 down to 1920 (after which time they stopped further 
purchases) they purchased 829m. ounces of which 327m. ounces 
were got between 1915 and 1920 at prices in the neighbourhood of 
and ranging up to 102^ cents per ounce. In its own interest it is 
the duty of the Indian Government to see that the value of the 
holdings in its Reserve as well as the vsilver content in the rupee 
does not depreciate below a certain point in terms of gold, say 
eight annas per tola or 39-5 cents per ounce at the par rate of 30*5 
cents per rupee. 

(2) That so far as the Indian Princes, Zamindars and richer 
classes of the people are concerned they will not ordinarily be 
aiBfected by the depreciation of silver as neither their spending 
capacity nor financial strength depend on their silver holdings 
which after all form a very small proportion of their wealth. In 
the case, however, of the other people (the middle and poorer 
clavsses) the price of silver in the market does really affect their 
purchasing power. A portion of their wealth is invested in silver, 
and in the case of the poorer classes who form at least two-thirds 
of the population of the country, i.e., about 220 millions, the pro- 
portion is very high. A heavy fall in the price of silver does 
make these people feel that their possessions are less valuable than 
before, and through that feeling diminishes their i)urchasing 
power. They generally regard the ornaments on their women as 
a store of value, a reserve of power to fall l>ack upon in times of 
distress. Not unoften do they turn their little holdings into cask 
in times of need. In such cases a depreciation in the value of 
one’s holdings and the cousciousneBS of such depreciation must 
inevitably react on one’s own estimate of one’s financial position and 
purchasing power. There is nothing more depressing upon the 
mind ol a person than finding that the savings which he put aside 
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two or three years ag'o are now worth not more than half of what 
they were then. It acts as a real check on his purchasing power. 

To mminarisef 1. — The Government of India as Currency 
Authority having purchased large qiiantitios of silver at very high 
prices for coinage purposes has a responsibility to })rotect the 
country against serious losses through depreciation of the Currency 
Reserve and for seeing that the silver content of the rupee does 
not fall in value below a particular point, say 8 annas per tola 
(a weight e(|uivalent to -4114 oz.). 2. India is interested in 

reliabiliia-ling silver in order thai the stocks of the metal amounting 
to more than l(H)0m. ounces lield by the middle and poorer classes 
of her ]) 0 ])\ilation may get enhanced in value and thereby increiise 
their purchasing power. And as the ])euple concerned are a very 
large proportion of the population, this interest is a vital one.^ 

It will l>e seen from the foregoing that the interest of India 
in the silver ijrohlem though considerable is not so much as often 
exaggeratedly slated on the basis of the total stocks of silver held 
in India. 

But she has another inlevesi in relation to the matter and that 
is in imu’easing the purchasing power of the two silver standard 
(unintries, China and Afghanistan. With these India has an appre- 
ciable trade which is steadily increasing and capable of much 
development in the near future and if the savings of the people 
of these (*ountrie8, which are to a large extent kept in the form of 
silver coin and bullion are enhanced in value, and their currencies 
put on a sound international basis by effecting a fixed ratio with 
gold, the trade of India, with them will he greatly facilitated. As 
the bulk of China’s trade is with gold or gold exchange standard 


l Perhaps the interest will be a steadily growing interest. The i>eople may 
also in future years continue to absorb enormous quantities of silvei* in the forms 
in which for ages past, they have been doing. There are comparatively few banks 
in the country and these are confined to the cities and larger towns while moat of 
the population live in villages. The average peasant having no safe place in which 
to put his little savings, invests them in land, silver and gold. 



210 


A. RAMAIYA 


countries, it would appear that unless these other countries also 
give a place for silver in their currency systems or at least recog- 
nise it as a functionary in the balancing of international payments, 
some kind of excdiange standard baserl on the cuiTency standai’ds 
of the other countries (not at all an easy matter) will be ne<'essary 
for China. 

Wily Silver has Faitan in Price. 

Com})ared with gold, (oniiuired with the movement of geneml 
l)rices, the ])rice of silver has fallen very heavily within the last 
two years or more. The lowest price ever reached was 26*5 cents 
per ounce or so, on 9th January, 1931 and though the price has 
since that date shown some re(*overy it is still veiy low, now stand- 
ing at about 28i cents per ounce. The price in the pre-war year 
was in the neighbourhood of oti cents. In other words the ratio 
of silver to one unit of gold was fl4*2 in the ])re-war year, 78-9 in 
January 1931 and at the present time 73 or so. 

Now apart from the |rart silver has playc‘d as a factor in the 
present trade depression, its effect on the savings of the Indian 
])eople has been enoinious. By its crocking, it has within a few 
years reducc'd the value of the silver hcjldings i]i India catasirophi- 
(*ally. Although the depreciation ot their holdings does not and 
cannot affect the economic* position of the Temides and Mutts, and 
of the Indian Brinces, Zamindars and other wealthy folk, it has 
had a disastrous influence on the wealih-]>osition and purchasing 
power of the middle and poorer cdasses of the peojde of India, who 
bold aanong themselves me, re than l(KX)m. ounces of silver, 
acquired at a cost of nearly 100 crores of rupees. Their whole 
sense of their iinan<*ia] position has been altered by the fall in value 
of a good portion of their savings, which they have always looked 
upon as a reserve of |K)wer to be resorted to in times of need or 
distress. Though, thanks to the Government of India, this ha# 
been to some extent remedied by the imposition of an import duty 
on silver and thus msing the internal price of the metal, yet in 
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my view, the great fall iu the price of silver is one of the priumry 
causes of the dimiimtion in the coiisiimirig ( apacity of the Indian 
people. An ai)i)re<‘iable rise in the world price of silver plus the 
continuance of the existing import duty must have a w'holesome 
effect on the economic ])osition of the Indian j>opulation. 

What now are the causevS tor this catastrophic fall in the price 
of silver? Though various people attribute it to various factors 
at work, to my mind the following appear to be the important 
( a uses : — 

(1) The demonetisation of silver and the adoption of some 
form of gold standard in many countries and the general aspiration 
of all the coujitries of the world towards the gold standard as the 
only suitable form of inter naticjiial currency completely discredited 
silver as a metal worthless for monetary jnirposes. This attitude 
of the world has acted in three wayvS in reducing the ])rice of silver: 
(a) by jrractically extinguishing the monetary demand for the 
metal, (b) by increasing the monetary demand for gold arrd thus 
depressing the* price of silver in lernis of gedd and (c) by psycholo- 
gically adversely affecting the* non-monelary demand for silver as 
less nreriied for social uses on account of its growing cheapness 
and therefore inferiority. 

(2) Further many Kurojiean c c.uuiries — Great Britain, France, 
Germany, Italy, the Netherlands, Austria and Hungary debased 
their subsidiary coinage by reducing the silver content therein to 
a considerable extent and also substituting nickel and other baser 
metals in the place of silver token coins. This not only greatly 
diminished the demand of these countries tor silver for token 
coinage but led to the glutting of the nrai'ket with their surplus 
silver, thus having a disastrous effect on the price of the metal. 
Great Britain by reducing the fineness of her silver (*oins from -925 
to *500, released between the years 1920 — ^29, 9^5m. ounces selling 
on an average Ihn, ounces per year instead of buying annually 
21Jm. oxinceH as before debasement. Similarly, P>ance and Belgium 
sold 87m. ounces during 1927 — 81 and Indo-China 50m. Taking 
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these with the Iwtliu Goveriunent’s sales of silver from its Keseiwe’ 
at an average of OTm. ounces per year, it may be readily imagined 
what a tremendous effect these factors must have had on the 

market.2 

(3) Of particular eftect had been the adoption of the gold 
standard by India and the pursuit of a policy of sale of silver by 
the Government of India as part of the Gold Standard polic^y. 
The Currency Commission (1925-26) recommended the gold bullion 
standard at the ratio of Is. 6d. gold for the rupee; and stated 
that "‘the coinage of silver rupees should he stopped for a long 
time to come tmtil the amount of silver rupees in (*irculation is 
reduced to the amount re(j[uired for small change” (p. 29 of the 
Keport) ; and for the successful working of the gold standard it 
re<H)mnieiided as part of the schejne the gradual diminution of the 
silver reserve which at the time of its Keport stood at 84 crores of 
rupees (293m. ounces) to 70 crores by the time the Commission 
wanted the Keserve Bank to he established (which was to be as 
soon as pratiticable) then do 50 crores three years later, then to 35 
crores six years later, and finally to 2-5 crores (86m. ounces) ten 
years later. Bui as soon as the Gold Standard was established, the 
silver reseive increased from 85 to 110 crores of rupees by the begin- 
ning of 1928 and since then despite the disposal of 30 crores (which, 
however, it may he noted was not effected for the purpose of the 
Keserve Bank which did not come to be established but for the 
purpose of meeting budgetary requirements) the reserve rose to 
129 crores (443m. ounces) in lt)31 and now stands at 112 crores 
(385m. ounces). 


2“ Between 1914 and 1929, both inclusive, no less than 31 countries debased 
or denaonetiaied their silver currency. The amount of metal derived from these 
operations from 1920 to 1980, both inclusive, is estimated to be well in excess of 
400,000,000 ounces.*’ (Statement on ‘ Silver ’ issued by the Hon. Andrew li. 
Somers in the House of Bepresentatives on February 1982, page 2, pars six.) 
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l^areiitlietically, it may be interesting to not© here the reason 
for this return of silver coins to the Reserve as soon as the Gold 
Standard was established. As we saw before, there have been 
large hoards of silver rui>ee8 among the people of India of all 
classes. Taking advantage of the cheapness of gold which could 
now be had at the ratio of Is. Gd. gold per rupee (fixed by Statute 
in 1927) and seeing that gold was increasingly assuming impor- 
tance as international currency, while silver was daily depredat- 
ing, the hoarders of rupees began to substitute gold in the place 
of a portion of the silver rupees which they had hoarded. While 
the rupee was only legal tender in India, gold was international 
legal tender so to speak. In lass than 5 years 192G — 31, from out of 
360 croras of silver rupees believed to Ihv in circulation or hoards, 117 
crores retiu'ned to the Treasury. It is largely this newly absorbed 
gold that came back to the market again for export when the price 
of gold rose high after the suspension of the gold standard in 
September 1931. 

The result of the India Government's currency policy was 
cumulative. Jly stopping fresh coinage of silver after 1920 it re- 
moved one important factor of demand from the world maj’ket. 
By adopting the gold standard it increased the demand for gold 
and by announcing a policy of silver sales and partially carrying 
it out in an already de})ressed market it annihilated all hopes for 
silver. More than the sales, the expectation of future sales which 
might take place at any moment, had a disastrous effect. It was 
only in February 1931 that the Finance Member definitely stated 
that the Government of India hud no fresh contracts for sale from 
middle of February 1930. But nobody knew l>efore Febimary 1931 
that the Government would not at any time be coming to the 
market with its offers for vsale. It may be noted that after the 
statement of February 1931 the price of silver has somewhat 
improved. 

(4) Other contributing causes for the fall of silver may be 
said to be (i) the announcement of a gold exchange standard for 
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Clutt«— it Ih hardly necessary to point out the psycho- 
logical effect of the mere fact of such an announcement, 
on the market; (ii) the large stocks of silver left with 
bankers in Shanglmi tor safe-custody which increased from 
l()Hm. to 215ni. ounces between December 192.7 and Janu- 
ary 1931, though it had no direct effect on the price 
of silver, had a bearish infltience on the market; (iii) the competi- 
tion and substitution in the industrial arts, and particularly in 
India among the pcwrer classes, of imitation ornaments and articles 
made of rolled gold, electroplated gold, etc., in the plac^e of silver 
ornaments. This (‘ompetition is steadily growing and in India at 
any rate is by no means negligible. 

As matters stand at present, there is a general world opinion 
that silver has no fiiture. Except for use in the industrial arts 
(where the <*heapne8s of jirices does not greatly stimulate demand 
as the cost of labour is large) and possibly in the motion picture 
industry where there is a growing though small demand for it 
if) the form of silver nitrate, silver has no utility for the world. 
As a store of value and for hoarding pu)*})oses it has been found 
unreliable, though for no fault of its own. For monetary pur- 
poses even for subsidiary coinage it has been disqualified by all 
governments. While this is the situation on the demand side, 
the conditions of production of silver are such that its supply (can- 
not adjxist itself to (hanges in the demand for the metal. About 
70 per cent of the world’s output of silver is prtxluced not for its 
own sake but as a bye-product of baser metals — copper, lead and 
aim*, the prmluction of which from the point of view of the wmrld’s 
demand for them and therefore of the miners is more important 
than the production of the bye-product. The result of this is that 
the output of silver to this extent is forced upon the market irres*- 
pective of demand. With regard to diiw.t production from dry 
and siliceous ores, here also in view of the large amounts of capital 
iiiveste<l in their mines, the production has to continue in order 
to minimise the loss as far as possible. This means that the 
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production is to a large extent inelastic and not nnich affeeded by 
the price of silver.*^ 

So far as the inlenial prue of silver in India at present is 
concerned some special circmnstances have to he noted which are 
keejiiiig* it at a fairly rcasoiiahly higdi level. The Bvinibay i)rice 
is now Hs. 57-12-0 j'cr 1(M> tolas, i.e., Hs. 1-(U) per ounce, 
while the New Y(irk price is 28.\ cents i^er ounce. The special 
circumstances are, (i) after the suspension of the gold standard 
in India following Britain, the ruj)ee has been linked to sterling 
and therefore depieciated along w ith sterling in terms of the gold 
prices of the T^nite<l States ot America and other gold standard 
countries; (ii) the imposition of an import duty cf 0 annas per 


<> ‘ To the extt‘TU d, about two-thirds of the output stiver not won for its 
sake alone, but either as u hve prodiiet or in conjunction with fioid. Tf a sub- 
Kiantiai fall in the [U'lee of silver weic to take pjaee any consequent curtailment ot 
tlie output would liaidly affect the baae metal product at all, would have more but 
Btill little influence on the production fiom jjold ores, and would have 
its chief effect (ui silver oros, t.o , upon 117 per cent of the silver production. 
Even here the effect would he smaller than might at first sight be expected, be- 
cause, 111 cases where tlic profit is sufficiently large to leave a favourable balance at 
the lower price level, production would continue, and might even be stimulated 
in the attempt to maintain the aggregate pnvfit. and in cases where the profft was 
wiped out the nunes would st uggle to continue their production as long as possible. 
The Utter remark applies to existing mines, but «»f course, the reduction in price 
would (end to strongly discourage (he ojicning up of new ones. It must also be 
remembered that mining is m t subject i<» the usual rules by reason of the glamour 
assiKMated with it, ho that a mine is usually not shut down when it becomes 
unprofitable to work it until nooessiiv, in the sltai^e of refusal to keef» up the supply 
of further funds, compels cessation of operation.” (Btatement of Evidence of 
Mr. Joseph Kitchin submitted to the Boya! Commission on Indian Currency and 
Einance, Beport, Vol. 111. Afip. R2, para. fl4, pp. 527-28.) 

“It seeins clear that because of the large amounts of funds now invested in 
silver, copper and lead tuines, and the t«c*hnical difficulties in closing and re-open- 
ing mines, that prcKluction would be sluggish in reflecting clianges in the demand 
for silver. This means that the production of silver is comparatively inelastic.” 
(Bara XVI of Bummary of Keports submitted by Mr. Arthur Notman and 
Captain H. A. 0. Jenison to (Iw Boyal Commission on Indian Currency and 
Finance. Vol. V, p. 384.) 

F. Vi 
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()iiiu‘(^ has increased the internal price of silver almost to the full 
extent pf the duty. The eh'e(*t of these factors is to maintain the 
value of the Indian holding’s of silver and therefore the internal 
])\irehasing‘ power of the Indian people, at a higher level than they 
would otherwise he. 

What must be done. 

1. It will he seen from the foregoing that if the idea is mea'ely 
to iiurease the value of silver as a (ommodity, then it may not 
be considered very im])(jrtant tor India to take part in any inter- 
national conference or agreement. For, the interest of this country 
being only that of a bolder and consumer, an increase in the 
value of silver for the jnirposes of the Indian people, can be 
sufficiently achitwed, as it has already been to a large extent 
achieved hy means of an import duty. Though the original 
object of the existing duty was to enable the (Government to 
dis])Ose of their silver at a high price, the effect of the imposition 
is to enhance the j)rice of the metal in the Indian market to an 
extent almost equal to the import duty. In the interests of the 
country the only thing wanted is to make the duty permanent so 
that the wealth-value of the silver holdings of the j^eople may not 
be diminished. There is no reason why the duty should not be 
continued for any length of time. It is from the poinf of view 
of all interests in India an eniiiieutly non-con troversial matter. 
Whether the duty yields a sufficient revenue or not is a secondary 
question. lx>wer i)ri(es outside India will not in any way affect 
the povsition of India, excej)t that it will perhai)s lead to greater 
inducement to smuggle silver in large (juantities. Perhaps if the 
import duty is too high such as to create a gieat dift'erence between 
the Indian and world price of silver, it may also shake the confi- 
dence of the people in silver as a safe investment or hoard. But 
the duty as it is is reasonable and has an excellent effect. 

An effort merely to fix the value of silver at a price higher 
than the prevailing market price is beneficial for all practical 
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I)iir|)()Hes only to the produoerw of the metal. In that view only 
United States of America, Canada and Mexico, tlie three largest 
silver-producing countries stand to gain, perhaps United States of 
America more than the others because it is theje in th'^ dry and 
siliceous ores i)roduction that it is ujjprotitable to a large extent.'^ 
lUit so far as the (Government of India is concerned, a will- 
ingness for joint action even with regard to regularity ot sales for 
meeting the worhr.s demand has been as long ago as Mairh 1, 
1930, exju'essed b> the Finaii(‘e Member of the (b^vernment of 
India, Sir (xeorge Schuster. He said, “I am prepared, on 
behalf of the (Government of India as im])ortant holders and pro- 
ducers, to say that, if the other interests concerned show any desire 
to consider the possibility of joint action for the regulating of sales 
i)i Older to meet the weald’s demand, the (lovernment cd India 
would willingly co-operate. Further than this we cannot in the 
public intere.^t go, but what I have said amounts to a (aiefully 
considered and important iiroposal, and it is for the other produc- 
ing interests to consider if they will make any res}>onse.” A 
year later, in his Budget Speech delivered on 1st March, he 

had regretfully to express: Unfortunately the only response to my 
cjft'er has been on the lines indicaled in certain utterances wdiich 
have appeared in the press by re])reseiitatives of the main prcHluc- 
ing interests in America. In general, these gentlemen propose 
that their own jiroductiou of new* silver should remain unrestrict- 
ed, but that governments and others, wdio hold large stocks of 

4 Production in Out ol a total of 261,715,0‘il, North America pro* 

cluced m follows : 

Canada ... ... 28, 14^,261 

U. H. A. ... ... 61,238,321 

Mexico ... ... 108,700,872 

Total ... .. 193,076.054 oz. 

i.e., inore than 73-3 per cent or nearly three-quarters of the total world produc- 
tion. 
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silver should refrain fiuni realising their hoklings, and leave the 
world’s markets free for the neiv production. Now, whatever 
criticisms woji-<;(ftcial members in this House may have made in 
I he past on our polic y of selling silver, I am sure that they would 
ikjI ex])erl the (jovernment of India to part Avith the country’s 
rights by acceding to any such one-sided arrangement.’’ These 
words are as true to-day as when they were uttered, and they 
faithfully lepresent the attitude of India. 

Cut Bofio. 

When we consider the feasibility of an agreement between the 
producing interests and the (lovernment of India with a view to 
control the production and sale of silver to their mutual advantage, 
we find that unless some scheme of iniernaiioiial price cojitrol 
is adoided, such as io ensure the benefits of the ariangc- 
iiwnit to all <;t them, a proposal meiely urging that the (iovernmeni 
of India should postpone its sjiles for some years will be a positive 
loss to this country. In lhat case, as pointed out by l^rof. Findlay 
Sbirras in a recent article published in the Timea of India Olom- 
bay). the Financ e Meml>er of the* (iovornnjent of India ma> well 
say, You ask me to suspend for a period to he fixed with the 
ju'oducers and with reference to a given pjice tor silver, all the 
silver that I do not want in the Pa])er ( urrency Reserve. But 
will India gain? When the period aj>reed (ui expires there will 
be juore silver as a result of this agreement because the price liav- 
ing been raised there will he an impetus to production.” 

” The upshot of the w’hole niatter is this; For some years 
silver will be higher \i\ ])ric‘e as a result of my agreement w ith the 
l)roducers you mention, but during this period I must not sell. 
During tlie period of abstention other sellers would be beii^ting 
by any strengthening of | rice so produ(»ed. AVhen the time comes 
for me* to sell again the pric^e of silver will, from the fact that 
a big scdler is again in the market, depress the price and this is 
Just w^heu I must again sell my silver. Other things being eqnal 
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India would be likely to find itself selling un a falling 
market/’ 

“ It would be impossible for the jnodiicers, io take off my 
bands thirty million ounces a year at a really goml i)riee. The 
producing iritcuests already find it necessary, in spite of the tiade 
depression, to sell as they produce. Presumably, they cannot 
afford to hold up even their own stocks. Still less would they be 
able to hold up additional stocks of HO' million ounc es a year taken 
from us. Thc\v wciuld be therefore obliged to market this addi- 
tional amount every year, and the effect, in my opinion, on the 
])ri(*e of silvei* would almost certainly be much more depressing 
than even if I wc^re 1o sell the same amount on an average each 
year since the (jovernment of India is in a positicm to be a firmer 
holder and to space its disimsals so as to fit demands.” 

” If the producers considered offering me a price they would 
have to take the fact just mentioned into account and to provide 
themselves with a margin to (‘over uncertainties. The net effect 
would be that the silver market would gain no advantage, and this 
country would receive a lower price for its silver.” 

2. The aim of international etforf, as I understand it to he, 
is to relieve the world of the ])resent depression by giving silver 
a status in the monetary systems of the world, through remonetis- 
ing it in one or more forms and saving the world from gold scarcity. 
Silver is to have a fixe<l ratio to gold, at a level higher than the 
one IwAsed on the present market luice of silver whic^h is aliout 
2HJ cents and bears a propoHion of 1/05 or so to gold. 

Suggested Methocfe. 

ITie methcwls suggested for improving the position of silver 

are : 

(i) that all countries should adopt bimetallism — a full gold 
and silver currency standard under which the legal 
tender fac‘e value and intrinsic metallic> content value 
of silver as w^ell as gold will be equal; 
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(ii) that all countrieK should silver as ])art of their 

Central Heserves ; 

(iii) that all countries should take in and use silver for their 

subsidiary (‘oina^e; 

(iv) tliai the crcdibu* couniries (es|)ecially the UnittMl States 

of America and Frame) should permit ]mvment of 
debts due to them from other nations, not in g-old 
alone, but in sih^er as well as gold. 

Now with regard to each of these suggestions: 

(i) Bimotallism. 

1. This ina> not be agreed to by countries other than those 
Iniving a vital interest in silver. 

2. It is lU/t ne<‘es>ary in the ( use of countiies normally having 
a favourable halaiu'e of trade and in this aspect, United States of 
America herself may not possibly like the idea. 

8. The adoption of bimetallism niu^ lead to such a great 
monetary demand for silver as to upset any ratio that may be fixed. 
Ihe price of silver may a]>])reciate to a. greater extent or it may 
d(»];j'eciate. The production of silver heing to a very larg’e extent 
dependent on the production of baser metals its su])ply is as likely 
to be ex<‘essive as short, and in any case the ratio may be disturbed. 

4. Ktven it bimetallism is adopted unless there is a radieal 
change in the policy (d creditor eountries hoth gold and silver 
are as likely to accumulate in their reserves, as gold alone has done 
now. To iiike a single instance, the foreign indebted ness to 
United States of America is now about 19, 000m. dollars. Further 
th(»re is an annual balam e due to her in tiade. If United Stjites of 
America insists on the li<j[uidation of thevse liabilities, the entire 
stock of gold and silver may he absorbed by her in a score of years. 
If other (*reditor countries follow the same policy, the entire gold 
and silver will get into them. 
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IlnlesH the (*r('ditor countries udopt s\ continuous policy of in- 
vestment abroad* neither ^old monometallism nor g'old atid .silver 
bimetallism will be a vsuiiicieni cure for the financial ills of tho 
Tvorld. The adojilion of bimetallism may only jmstpone the 
(‘atastrophe for a numlier of \ears. 

TTiider existing* conditions it is not likely that bimetalli.sm will 
be agreed to by U. S. A. oi any other country. Almost all the 
countries of the world hate now banished silver From their curren- 
cies. Till Sepl( mix r U)dl whtn England sus] ended the gold stand- 
ard and along vvdth lu'r man \ other count l ies, almost all the civi- 
lised ('ountnes of the world had adoj)t(‘d one or other form of * the 
gold standard. Even (Miina had a gold basis for certain piirjioses 
such as the (‘ollection of import duties* etc. 

The sus])ensi(»n ot the gold standard has not turned the atten- 
tion of these countries to silver but to a .system of '' managed 
currency ’’ based on their own national cre<lii. 

The international mind has not turned to (he (luestion of 
bimetallism so far. On the other hand there is an agitation for 
demonetising gold also and ado])ting a '‘managed currency” as the 
most proper solution f(U‘ all troubles. 

Further the universal adoption of ])imetalli.sm ma;s take a 
longish time, though its adoption hy the most imi>ortant ( ountries 
of the world may be achieved ((uickly. If a imdallic monetary 
standard is to exist, liiinetallism is t'eitainly su])erior to mono- 
metallism, 

(ii) Silver as Part of Currency Reserves. 

A statement on ‘ Silver and (told ’ issued by Sir Kohert Horne 
on behalf of the Silver Association of London on Noviunber 17, 
urges that prompt consideration should ])e given to the sug- 
gestion that his Majesty’s (loverninent, with the .support* if pos- 
sible, of the Dominion, should convene or agree to participate in 
an international conference on silver with a view to its reintroduc- 
tion into the worUFs monetary system. As a first step the central 
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banks might be anthorizeil to keep a pereeutage of their metallic 
cniTeney reserve in silver, which would then become freely avail- 
able for payment of international differences as wt41 as in 8iipj)ort 
of domestic currency reserves. The metallic basis of (‘ledit would 
thus be ex])anded and Ihe level <»f ccanmodiiy prices raised and kept 
higher and more c onstant than would be possible with gold alone/* 

From the {)oint of view of the position of silver itself, if the 
Central Hanks and (rovernmenis of to-day vvhicdi now hold IStMKhn. 
Dollars of gold, can be made to hold also as part of their reserves 
KX), or 2(M)m. Dollars each in silver, it will have a decided etfec t 
on the price of the white metal. 

This is an eavsier thing to do, and the lead may be taken by the 
II. S. A. herself. The ado])tion of a bimcdallic Kesejve by the 
T^. S. A. will have the effect of releasing a portion of the gold locked 
up in her Keserves, bring down the price of gold, and enhance the 
price of silver — all cemdneive to the revival of international trade. 
Even if no other rouiitry joins her, the sole resj)onsibility of 
IT. S. A. in this matter will set things right^ — for she is the greatest 
financiallv powwful factor in the world to-day. Jmgland and ether 
Euroi)ean countries will follow^ suit and India will l>e only too 
ready to adopt the polic^y. 

Even if the IT. S. A. solely ad<>]>ts oi some or many countrieH 
jointly agn?e to constitute their currenc y l eserves su-' h as to in- 
(dude a thirtieth or fortieth j)oriion of their reserves in ihe form 
of sih^er, that will be enough to enhance the value of silver and 
bring down the ])rice of gold and lead to a general rise of world 
prices. 

.*> This will he so even if silver is taken into the ciirrenev teserves at iia present 
market value. The Ilipfhl Hon’ble L. S. Amery, M.P., pointed out in a dtscusaion 
on silver at a meeting of the Kiiyal Institute of International Affairs (I^ondonl 
(Dec. Ist, 1981) that the ideal system would be one w'hicli restored silver to a 
full parallel ])osition w'lth gold as a basis of currency by a fixed ratio agreed to 
by the leading governments of the world, and while J believe that is perfec-tiy feas- 
ible, I doubt i»f it is possible iiuniediately, because it requires a gcxid many govern- 
ments to agree and it recpiires the agreement of a ratio which might take a long 
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The pro]>er proportum of the Reserve may well correspond to 
the ratio which may be fixed between the values of the two metals — 
for example if the raiio of gold to silver be fixed at 1 : 32, ihe 
Reserves may be fixed al 32 r‘i3 gold and 1 33 silver. 


(Hi) Further Demand far Subsidiary Coinage. 

Even if bimetallism or bimetallie reserves be not adopted, if 
all or the most ijn])ortaiit counfries jiatronise silver by using it for 
their subsidiary coinage, Ihis alone will have considerable effect on 
the pidce of silver. Though subsidiary coins of lower value may 
continue to be in nickel and (*o])pei\ the higher grades of subsidiary 
coins may be issued in silver. If tlu^y are already in silver, the 
silver (onteiit may be increased. 

But, except for laising Ihe i)rice of silver, this has no other 
function. ^Vhy (Tovernments which are not interested in silver 
production should take ufum themselves the financial burden (lunv- 
ever light) which such a step would entail is a pertinent question 
to be asked in this coniuH-tion. For subsidiary coinage silver 
is no more than a luxurj^ or in the words of the late Grovernor 
Benjamin Strong of the Federal Reserve Bank of Xew Y'ork, ‘ a 
convenience demand,^ a!id there is no reason why the tax-payer 
should be pejialised in order to help the producers of silver. 
Further it will be a hard job converting countries which with a view 
to economy have substituted notes for silver or dtdiased their 


lime to bring about. What is iniinod lately poHRiblc js to introduce silver into the 
currenc^y reserves of a few of Ihe leading countries in the world. Doing that 
would not only automatically release a certain amount of gold, but it would also 
automatically by creating a considerable demand for silver, increase the price of 
silver, and, therefore, improve trade with silver-using countries. That reserve 
could be held, ifor the time being, till the ratio were agreed upon, at market price. 
The mere fact that those reserves were held so that the excess above the 
required reserves would be sold off and deffcienciea made uj) by buying would 
fend to give silver not only a higher, hut also a steady price. That would, I 
think immediately, and substantially, affect the w’orld position.” {International 
Affam, January 1932, pp. 66-37.) 

P. 13 
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coinage io return to their former prac;tice. It will not cure the 
world depression, and as already noticed, so far as India is con- 
ct^ed, she has no great interest in merely raising the price of 
silver and even if it has, the import duty is the most excellent 
de^nce in her special conditions. 

(iv) As a Means for Discharging international Indebtedness. 

One point, however, must be recognised. We cannot hope 
very mu(*h from the rehabilitation of silver in one or more of the 
ways suggested above. Silver after all can only he a small part 
of the monetary (Airrency of the world. The total annual output 
is in the neighbourhood of 250ni. ounces, whi('h at the ratio of 
1/32 to gold will he only IbOm. Dollars in value- Of this quite 76 
per cent may be needed for the industrial arts and absorption by 
India for ornaments, etc. So that the remaining 25 per cent alone 
will be available for moiielary i)\irpoHes. But out of the stock at 
present a portion, say 2(KK)m. ounces may be expected to come into 
Currency Eeserves. This, valued at 1280m. Dollars is only a 
veiy small addiUen, though something valuable in itself, to the 
total monebiry gold stock of the world, viz., 12,()0()m. Dollars, 
and may not significfwitly contribute to solving the monetary diffi- 
culties of the woi'ld. 

No remedy by way of bimetallism, bimetallic reserves or 
greater utilisation for subsidiary coinage will be of any use unless 
the United States of America changes its present policy of accu- 
mulating gold, which it pursues either t’onsciously or unconsciously. 
No use of merely saying that the pursuit is not deliberate and gold 
comes of its own accord. 

The entire foreign indebtedness to United States of America 
which amounts to the figure of 19,00010. Dollars is payable only 
in gold. Of course by means of imports of goods payments may 
be made. But imports are greatly discouraged, if not completely 
shut out, by means of heavy import duties. Other countries also 
have been raising tariff walls. The result is that debtor countriaa 
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can only partially discharge their debts by means of goods. The 
balance of indebtedness has ])erforce to be discharged only by the 
export of gold and if silver also is permitted, gold and silver. In 
international trade United States of Americ-a has every year a 
favourable balance of trade. How can the debtor countries pay 
her except by means of gold? If United States of America invests 
in foreign c<juntries, that will prevent the inflow of gold. The 
present lotal stock of monetiiry gold in the world is about SoOm. 
ounces worth ll,4(M)ni. Dollars. The iotal silver stock available 
for monetary ])inT)oses is perhaps not more than (iOOOm. ounces. 

If the United States of America does not take to a policy of 
investing the whole or greater porti<»ii of her (ledit balances in 
other countries the result will be that g(dd and silver will both 
be drawjj to her, and there may not be enough to cover her total 
credits and both gold and silver will appreciate enormously. Such 
a situation will inevitably drive the other countries to ‘ managed 
currencies.’ If the United States of America is to save the world 
and herself from the present trade depression, she has to permit 
the payment of her debts not only in gold but in silver also. This, 
however, is not enough. She has further to adopt a policy of in- 
vesting or lending her surplus in foreign countries. Of course this 
will add to the burden of their indebtedness to her. Hut a conti- 
nuous policy of investment in foreign countries is the inevitable 
duty of such a creditor country as the United States of America.® 


6 Compare the stateuieut of Mr. (Jraeiue K. Howard on the Effect of Low 
Silver given before the House of Representatives Conimitlee on Coinage, Weights and 
Measures : “If we were to substitute silver to-day as a currency metal, unless 
we changed certain basic conditions and by basic conditions T mean reparations, 
war debts, competent treatment of tremendous private debts abroad, tariffs, export 
bounties, and the like — unless w'e change those basic conditions, then all that 
would happen would be that France and the United States would have all of the 
silver; and if silver instead of gold had been the medium during the past five or 
six years, that would have been the natural result. BiJver or gold is merely a 
medium which automatically follows the course of trade/’ (H. Res. 72. The 
Effect of Low Silver, p. 185.) 
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Now What Must be the Ratio. 

Whaiover may be Uie ])r()p<jsals tliat are considered feasible, 
there is an underlying’ assuinidioii in all cases that the ratio which 
would be fixed between gold and silver would be one which would 
assign a higher gold value to silver than the inai’kefc does at the 
present time. That is a very important condition. Supposing 
that condition is eliminated, and that silver is re-monetised at its 
existing market i)iic‘e, which in terms of gold is not very much 
above Is. an ounce, there is no very large stock of silver available 
to be bought by the central banks of the world. 

The Austrian Economist Dr. Joseph Hans would suggest the 
fixing of a price of 15d. gold ])cr ounce of silver; Mr. Francis 
llrownell, Chairman of the American Smelting and defining Co., 
would desire tlie pri< e to be fixed at 50 cents ])cr ounce; while the 
general body of ojnnitm in England seems to favour a ratio of 
1 :20 whicJi would mean a jnice of about 4tUd. (gold) or 94^ cents 
])er ounce. That the juesent juarket ])rices of gold and silver 
ought not to be considered the basis is accepted by all those in 
any manner c(jncoiiied with tlie question, (iold (’ommands its pre- 
sent value not because of its own intrinsic worth, but because there 
has been during the past five cvr six \ears a universal demand for it 
for currency purposes. If all or some of the important countries 
of the world would ado})! for themselves a system of ^ managed 
currency ' based not on gold or any other metal but on the general 
level of ])nces o]‘ other basis and definitely demonetise gold and 
divojce it from their currency systems or in some other manner 
economise their monetary demand for gold, in a moment gold will 
go the same fate us silver and its price tumble down to perhaps a 
third of its present market value or even lower still. At least in 
the case of silver there has been a universal and steady demand in 
the industrial arts but with regard to gold even when its price 
is rediued to a third of what it is now, it will be perhaps too 
cosily foT the generality of people to resort to it in preference to 
silver. There may indeed be a greater demand for gold than now 
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for jewellery, eie., but not so iiuich as to absorb any more than 
a fraction of the quantity released from the monetary reserves. 
It is the coinag'e and currency requirements of governments and Ihe 
universal preference for gold combined with the demonetisaiion 
and debasement of their silver tr)kens by various countries togelhcu* 
with the silver sales jadicy of the Government of India a large 
s<*ale that have cumulatively determined the market values 
ahsoliftel u (iml vrluitvvlii to eacdi other of gold and silver so tar. 
If as is probable gedd is not in any event to be dennonetised then if 
silver also is to serve as a basis for the world's (urrencies theie 
will b(» a larg‘(*i‘ su{)pl\ of money (ban the world will need, it the 
ratio is to be tixed at l:2t); and Jiew remedies will have to be 
sought tor (becking the actual and possible conditions of inflation 
]*(, suiting therefrom. In m\ \iew having regard to all the circum- 
stancM's ineduding also the ratios of the ])ercentage of })roduc'tion of 
the two metals by weight as well as of their jiresent and prospective 
values and the possibilities and conditions of future production of 
both it will not be unreasonable to adopt a ratio of 1:82. 

If owing to unforeseem eixe umstanees there is to be a peima- 
nent im rcnivscnl demand or supply (d either gold or silver there may 
be SI ];rovisiou in the iuteriiatioual agreement to be arrived at 
bereujxou, for revising the price of silver or its ratio to gold at 
such intervals as may be agrc»ed upon. There xnay well be a Com- 
mittee apjxoiiited to e xamine the question, say, once in thiw or 
five years. 

An International Conference on Silver. 

Such a (^mference will greatly facilitate the determination of 
a proper ])olic.y with regard to silver. Indeed, as Sir Reginald 
McKenna has stated’’' only through international action, a reason- 


7 Letter .datcci March U, 1981, addressed to the Chainnan, House of Repre- 
sentatives, Committee on Coinage, Weights and Measures, {Vide H. Res. 72, 
Effect of Low Silver, p. 286.) 
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able stability (‘an be given to the value of silver. There is a 
certain advantage in knowing the view points of all nations inter- 
ested in the question, even if it should be the case that many of 
the (countries coiu^erned do not agree to any definite policy. If it 
is to be found necessary to carry out any polic^y that may be 
dmdsed then a permanent international body — ‘ an international 
silver league/ may have to be established for (ontinuously advising 
the successful carrying out of such policy. 

Perhaps the world is not at present ripe enough for building 
up currency systems based on ihe credits of (Governments or price 
levels — that is to say, for ‘managed currencies.’ For at lea^t 
some more decades the world’s currencies will have to function on 
the strength of some reference to metallic reserves, as public 
opinion regards smdi reserves as more or less kna.ve‘^proof. 

The (question is, having ivgard to the existing conditions of 
the world what is Ihe most feasible — whether we must build our 
currencies on the basis of gold alone or gold and silver. There 
are many who advo<*ate the reduction of the Cential gold reserve 
rc^juirements of all countries to a ratio of 20 i>er cent or less which 
they think will adequately remedy the present situation; and they 
object to silver on the ground that it will unnecessarily complicate 
the monetary system and may impede the advance towards the 
goal of ‘ managed currencies ’ to which the reduction of the present 
gold reserve requirements will be a forward step. The reduction 
of the gold reserve will not however unless there is a change 
of policy in the United States of America, remedy the situ- 
ation. In the United States of America the gold holdings are far in 
excess of the minimum reserve requirements. The reason for this 
accumtilatioii of gold in the United States of America is, as is well- 
known, that there are no means for the debtor countries of dis- 
charging the net balance of their debts (payable in gold) to her 
except by means of gold exports. Her tariff wall hinders such 
payments being made by means of goo<ls. The United States of 
America’s balance of payments every year leaves a high surplus in 
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iter favour which as conditions are at present can he discharged 
only by the export of gold. So long as the United States of 
Anierica does not adopt a policy of continuous lending to other 
ooun tries she will eventually absorb all the monetary gold now 
existing in the outside world. 

If, however, she permits the payments of her debts not entirely 
in gold but in silver also at least in f)art the seriousness of the 
situation will be mitigated. Thus the future of the world de}>ends 
on the United States of America and the policy or policies she 
will pursue in future. Kven if tk) other country co-operates with 
her, in view of her overstrong economic and financial position the 
adoption by her even singly of any policy in respect of silver must 
have a tremendous effect on its position, as she is the biggest 
creditor nation and holds the largest stock of numetaiy gold at 
present.® 


8 Mr. Andrew L. HornerB of New York introduced ui the House of Ilepre* 
sentativcB on May Jf, 1932, the following joint resolution to authorise the payment 
of foreign deVits in silver under certain limit at ions and it was referred to the 
Committee on Ways and Means and ordered to be printed : “ Resolved by the 
Senate ancl House of Hepresentatives of the United States of America in Congress 
assembled t That wiien offered liy any fo’eign government indebted to the United 
States, the President is aulhorized accept in payment of the whole or any part 
of any amounts of principal or interefit due to the United States, prior to July 1, 
1936, silver at the rate one and onedialf fine ounces for each dollar which such 
government is obligated to pay to the United States; but no such payment shall 
be accepted unless such government gives assurance, satisfactory to the President, 
that it will not melt or debase its own coins to make such payment in silver : 
Provided That if any such government shall make provision, satisfactory to the 
President, for restoring, prior to July 1, 1936, all cif its silver coinage to a fineness 
of at least nine-tenths silver, or, if such government does not now mint silver coins, 
for establishing the use of silver for coinage purposes, then the President is author- 
ized to accept silver from such government at the rate of one fine ounce of silver 
for each dollar of its indebtedness paid in accordance with the terms of this Act. 
The silver so received shall be coined into dollar of standard weight and fineness 
and deposited in the Treasury of the United States and silver certificates shall be 
issued, in the manner now provided by law, against the dollars coined/’ 
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With regard to the proponaln that may be siiggested or agreed 
upon, one thing, however, must be definitely stated here for the 
information of tliose that are now handling or wnll in future be 
called upon to handle the problem in its international aspect. No 
scheme will have the confidence of the F-ast unless it is approved 
and adopted by all countries affected by the present position of 
silver, especially the United States (i America. If silver is to be 
introduced eitlier as money or as part of the monetaiy resers^es or as 
the chief metal for subsidiary coinage, then if it is to be introduced 
only in some of the Eastern countries as some Western economists 
and statesmen are proposing, then it will shake the very founda- 
tion of confidence in the metal as such proposals will only be 
considered as a device to dump the East with their unwanted white 
metal. The mind of the Oriental is very subtle and he will scent 
suspicion even where there is none. Unless the United States of 
America by her own exami)le adopts any scheme in the first in- 
stance there is little chance for the success of any international 
proposal hewever well merited.^ 


0 This aspect of the matter is to some extent recognised by American authorities 
themselves. Thus James V. Warburg, President of the International Acceptance 
Bapk, m his statement before the House of Kepresentatives, Committee on Coinage, 
Weights and Measures said : In addition to undebasing coinage which has been 
debased, it may be necessary to dignify silver in some way in the gold countries, 
HO to restore confidence in silver in the East. It may be necessary to include 
in the gold bullion reserve in the gold countries some silver, just to make the East 
believe in silver again.” (H. Bes. 72. Effect of Low Silver, p. 32.) 
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Thk Indian Tariff PuonuoT, by Hinin<lni Lai Dcy, 

(Geori^e Allon and Unwin Ltd/ivondnii). Lp. Trice Ks. IG iicL 

This is a t.hoiij«lit.fni ‘.\nd >*1.iinulatino l)0()k— a ^ifood coiT(*(*tivc to Ihc 
cxtrcincdy crude nroicctionist doctrine j»enerally found in ordinary t(‘xt- 
books on the so-call(*d “Indian K<‘(*noinic>/’ Tho author is seen at his 
best in (.■hapt('rs I and IX, when* he the geiHaal n*sults of his pene- 

tratin^; analysis. Tin* n'lnainin^ chapt(‘rs are at Ix'st a j4'(‘nt‘ral summary 
ot the information t‘ontained in tin* reports ot’ tin* Indian Taiifl* Hoard and 
are not even-ui)-to date as n*^ards the ndevant statistics. Hut the iirsi 
and the last cliapt<a‘'' des(*rve to lx* n^ad seriously by every thoujL^htl’ul 
publicist. Idle iTazt* for indirect tuxes in India Is so strong? tliat few 
people pau^e to consiih'r tin* cumulativi* economic effects t)n tin* country 
as a whol<*. Tin* autlior rij.ditly points out that “whereas tin* jirepondiT- 
atintf influeuc(^ exercised by diieet taxes on the fiscal system of the United 
Kingdom makes tin* distribution of the burden of taxation in that country 
(‘Oil form to the equitable principh* of progression, the overwlndming 
pressun* of imlirect taxes on the fiscal syst(*m of India, on the contrary, 
makes for a ilistrihution of the burden of taxation in tlie latter country, 
which can lx* njasonably assumed t^> be heavily regressive, and, th(‘refore, 
unjust and inequitable in character (pp. 21 — . ) Tlie nature, proportion 
ainl eff(*cts of tin* consumption taxes in India make the [)Osition of tlx* 
masses even worse, for unlike the ease in the Unibxl Kingdom, “a consider- 
able part of the revenue derived from indirect taxation in India is raiscil 
from the taxation of necessaries of life and m(‘ans of i>r()duetioir’ (p, 22). 
Protective duties furtluT aggravaU* the situation by “ transferring inwines 
largely from the general mass of consuimus, who consist in (*very country, 
and specially in Intlia, largely of the poorer mornbers of tin* so(‘iety, to 
the favoured grouj)S of entrepreneurs, inv(*stors, and wage-earners who an* 
connected with protected industries.” Thus tlie protective duties on tiu* 
necessaries of life and moans of production are “both negatively as well 
positively responsible for witlening the inequalities among the different 
income, groups” (p. 2G), in Indian society. 

Apart from this inequity, the author objects to the existing protective 
duties on the ground that tlioy “weaken national charaoter at many more 
points than strengthen ^it” (p. ^16) and “severely handicap the unsheltered 
industries in the domestic market and the export industries in the foreign 
markets, priimurily by raising their cost of production” (j). 28G). He finds 
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fault ^ ith the Tariff Board for not having realised sufficiently the 
cumulatire effect of prot(‘(‘tive import duties in their reaction on the agri- 
cultural and exi)ort indnstri(‘s of the country/’ particularly “in the recent 
years of falling prices, shrinking exports and increasing weight of 
interests and deht^ ” (p. 286) and pkods that “ the principh' of discriun- 
nation in prot<*ction, so insistently urged by tlie Indian Fiscal Commission, 
should not merely leinain as a largely emi)ty phrasr^ as hitherto, but be 
accepted as an active principle in the seh^ction of industries and also in 
fixing the rate and lijiiiting the duration of the duty to be granted ” 
(p. 280). Altog(*tlier, tla^ book is a welcome addition to the literature on 
fiidian economic problems, and while many will <Iisagree with the author 
in his nuiin thesis, tew will d<*iiy him the (*reflit of independent thinking 
and freshiK'ss of outlook. 

H. L. ('HAULANI. 


India and thd Lkaouk of ISiations, by 8ir J, (I (\>yajee. Walfciir, 
1932. Pp 239. Price Rs. 3 or 5 v. 

Sir d. C. (’oyajee, who was himself a member of two of the delegations 
sent by the British Government to the League of Nations has in India 
and tho Lfapae o/‘ reviewed the work <lone by the League and 
the part played by India in the League. 

Sii J. C. Coyajee has not dealt with the constitution and organisation 
of the Leaguf* of Nations but has carefully examined the uature of the 
lA^aguc of Nations and also the position of India on the I.rf:?ague. His 
views on the nature of the League ami cn tht* conception of national 
sovereignty are souml Sir J. C. C/oyajee is a great believer in international 
eo-operation and in the future oi the l^t^ague of Nations. He reeognise.s 
the anomaly of India’s po>ition hut ignores the difficulties that arise there- 
from. He is quite content with tin* method of appointment of Indian 
delegates and their position and status and does not make any reference 
to the strong resentment felt by educated Indians on this question. The 
])osition of the Indian States in this connection presents special difficulties 
which are stated by Sir J. (’. (,N)yajee. They can be solveil only with the 
coming of a real federation. 

Sir J. C. Coyajee believes in India’s association with the League and 
(‘luphasises the advantages she can obtain from her membership of the 
Ijeague in spite of the financial burden wliich it imposes on her. He 
discusses the methods of increasing India’s influence in the League but 
fails to immtion the one essential factor -the attainment of self-government 
within the country. India cannot, in the nature of things, pull her full 
weight outslde-in international or imperial polities— till she becomes 



REVIEWS 


233 


mistress of her own destinies. All the same the hook is well written and 
surveys accurately the work done by the I>eag‘ueand India on it. All those 
who wish to understand the part Imlia has played in the woik of tlie 
Laagfue ought to read it. 

GuKMUKH 


(^>ST OF Milk PwooriTiox at Lyallimtii, PiiN.jAJi, by 1). P. »lohnston, 
Principal, Agricultural (Vdlege, I^yallpur, and S. Ivjirtab Singh, 
Assistant Professor, Lyallpur Agricultural (College: Rural Section 
Publication No. 25 of the Hoard of Kconoinic Tn(|uiry, Thin jab, 19'^2. 
Price four annas. 

This is a short Jiotx* containing the ol an invc>tigation regarding 

the cost of pnxluction of milk, deserving a j>hiC(‘ in (‘v<*ry public library ot 
India For, tin* iinpiiry is almost p(Tf(H*t regarding methods ainl (*xhaiis- 
tivones.^ and a(‘euracy, and the prohhm) of lu althy milk sui>ply in U)\\n‘* 
and more ])artieuhiriy in villages in India is today of nnich gr(‘ater importanee 
than that of s(df-detertnination or full responsible government The 
Indian (J<*nsu^ Report iK'ar^ full testimony to the horrible dimt nsions of 
infant mortality in this eouiitry, and iiuuhHjuatt^ and unhealthy milk is 
l)robal)Jy among the main causes for tin* r(‘C(*nt iner(‘ase in death-rate 
among babh's. Principal Johnston must Ix' congratulated more* on his 
s<deetion of the h(‘r<l in the (’ollegt* it^df than on the ijiqiiiry ; for, the task 
of a.st*crtairjing the <!ost of milk production among private producers i« 
indeed very complicated and uncertain to grupph* with. CVst ot supervision 
has not been inclmled in assnssing* the cost of production, as the n(*t profit 
is generally considfTed as the return for supervision. This is <juite correct. 
But in the costs arc in(*lu<Jed S per C(*nt interest on the cajiital outlay of 
Rs. 4,0(XJ on buihlings and Rs. 3,2<M) on the c.ows, and depreemtiou has 
beep allow’ed at 12 per cent on tin* eow's and at 2J per cent on the 
buildings. 

The average yield per cow for the ye^ir umler report was 417(5*7 lbs. 
and the total cost was Rs. 5,711-13-6, After deducting sundry credits, 
this amount (mine down to Rs. 409-2-10, and thus the cost ot production 
of milk per lb. worked at 0*986 anna per iiound. In popular language 
this workij at annas two per standard seer of 1 20 fcolas, or at eight seers 
•per rupee. Today there are scores of cities in India whore pure milk 
cannot be had even at two-nnd-a-hnlf seers per rupees and Principal 
Johnston’s figures ofter rich food for thought to all iiUeresttnl in the health 
of children in India.' More e.specially so becaus<s as the Principal himself 
plainly says, costs dould not be higher ordinarily on private farms comi)are<l 
to Government farms. On many items, costs in canned or allowed are 
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certainly reducible in th(* case of private^ l)roduction. Foj* instance, the 
allowance for Municipal water for dr in kiiif? (used by the cows) is Rs. 40-12-4, 
and ib(‘ cost of coal us(mI is Rs. 41-9-7. The kine were entirely stall-fed, 
there having been no suitable pasture ground nearby. In addition all 
labour utilised has betai eharg(‘(L 

The thought tliat coin(*s upperiuost in the mind of the reader is— if on 
the Lyallpur Agricultural (A)llege Farm milk <*ould be produced at eight 
seers })er rupee, could it l)t‘, really impossible to guarantee the supply of 
])un* and healthy milk in tin* numerous cities in India (and in the villages) 
at least at six seers per rui)ee ? (lovernment, our Municipalities and our 
public leaders have before them an extremely imi)ortant responsibility in 
this resp?ct. The indigenous (joivU is head ovtT tnirs in debt from tiine 
immemorial, he hardly makes tin* two ends m(*et in nuithn*s of food, drink 
and (dothing and shelter, and y(‘t milk of the scat that stills in our 
disorganised cities is so costly ! An immediate stej) that should be taken 
is that similar inquiries should bo started on ail ( rovt rnment Veteritiary 
D(q)artmental Farms. 

The Punjab Board of Economic Inquiry destuves the gratehil thanks 
of the entire country for putting before the j)ul)lic such scientifi<*ally 
conducted inquirit's in such preci-'O and clear man mu*. 

— H. KiCSAVA lYEN(iAK. 


Tut: vSoiKNCK or PoiATK'VL E'H)M<)MY, by Henry . (h‘org(i (The Ilcurv 
George Foundation of (^reat Britain -19^2.) Pp. 4Tk Prit^e. 2.v. G</. 

Pt)verty and inetpiality, the twin sucial evils, have always exorcised 
th(* minds of humanitarians and reformers. During the recent ])eriod of 
depression and (Tisis th(‘ inh rest aroiised hy these evils has been intensi- 
fied. It is not, thendbre, surprising to find that an asseeiation established 
for propagating the vi<nvs <>f Henry George on tliesi* and allied subjects 
should have thou:;»ht of issuing an attractive ami cheap edition of his 
treatise on Political Economy. Nobody can refrain from offering a tribute 
to the great author for his sint^ere desire for nonoving a great .social evil, 
nor must W(* ignon; the fact that Henry Gt'orge was one of the first writers 
to draw ])ointed attention the unsocial results of a regime of }>rivate 
property in land in a rapidly advancing community. Hi.s broad social 
sympathi(*s and his keeniu^ss for land reform will always keep th(! memory 
of Henry George fresh in the minds of civilised men. 

Even in his lifetime Henry George, the self-made and self-taught 
publicist of San Francisco, found cause to be dissatisfied with the treatment 
meted out t^> his book by economists in America and other countries, Yet 
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when Georjijrc* wrot(‘, the iinsoun<l t]i(*oi‘ies of ])opulation, proihu*tion ninl 
dis^trihutioii proimunded by the CUas.^ieiil K(‘hool not nltoj^ether 

supeiwled by the innrjsinal concepts of the Austrian School. Henry (icoijLj^e, 
irulet^xl, rendered very jiood service in coin})letin^i: tl (* proc'.es.- of scouting th(‘ 
Wage Fund tlu^ory and in proclaiming the truth tliat wages cojik' out of 
the produce; of labour itself. He was not. however, free from the bese tting 
obsession of hi^ gemmation, rn., that in the field of distribution tluTe was 
some (essential antagonism betweem certain .sharers. That interest and 
wage.s l)oth t('nd to a minimum and r<*nt gt)es on constantly increasing 
ov\ing to tb(‘ (*stal)Ji‘'liment of privat<‘ j)rop(‘rty in land \Nas the {)rincipal 
thesis i)f (jr(‘orge From llu se premises la‘ logieally conelnded that tlu* surest 
r(‘m(‘dy for ilio exlinetion of tln^ (‘conomie t‘\nU of modern cominuniti(*^ 
N\as to tax rent out of t^\i-ten<•e. 

Admitting tliat llu' jiersistemv ol nnearne<l inerements is relatively 
more promimmt in iaml than in other tonus of wealth it must lie said that 
Hi'ury (h'orge^'- -c}i(*m<‘ of the law.- ol distribution k utterly faulty. In 
the tirst it i^ not <‘orr(‘ct to -ay that \\ag(\^ and inierej-t, wbieli latter 

aj>parently include-, jn-olits, hmd to d(*cicaso nor tliat rent constantly 
ri.ses. limited o\p«‘rienc(» of bis lime and plaee Miggesird to him a 

few critical thongrbt- wlii<‘h tiid stTviee in coneeling tlie one-sided English 
doctrine-. But in his turn Henry (ieorg<^ liimself failed (‘ven mon* mista- 
ahly in deducing nnivtasal laws of di-irihntion from his own observation. 
The W’hok; of tin* modern concept- of marginal pruiluctivity and marginal 
valut' and their application to the earnings i>t ail the slnirers in tin; 
national dividcaid were beyond the compr<duat-ion of (teorge. In fact, 
failing to und<*rstaud the significance ol the work of Bohm-lhiwerk and 
otlKT writers ol the Austrian -ehooi, Henry (feojg-e has fallen a jm*y to 
the tcniptatioji of ridiculing them. 

The whole scheme of the hook of Htairy (Jeorge is ba-ed on an 
ignorance of the ]>remise.<, metlKul and viewjiuint of the science of Econo- 
mics, ami therefore its uselulne.-« a.s an introduction to tlu* serious study 
of tlu* subject i< very limited. But, as observed abovt*, sjiirit of social 
reform, its criticism of ctTtain ul<l-fashioucd economic doctrines, c.y., the law 
of diminishing returns and the Malthiwiun law, and its exquisiU* style entitle 
the book to an lionourable place in the mitical lik*rature of tlu* scicjuic of 
Economics. We guess that tlu*. purpose of the publishers in bringing out 
the book in its prt*s(‘nt form is to i)ress into the arena of economic policy 
his suggestion that crisis, poverty and inequality can b<* removed only by the 
abolition of private property in land. If this is so wo fear that tluj best 
thought of both the socialists and the economists has travelled much too 
far to take serious jiotice of .such a narrow, umlevtdoped and incorrect 
analysis of a continuing and almost universal social problem. 

--^1). G. Karve. 
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India V Industry and its Pkoblkms. Vol. I. Factors in Industrial 
DicvKLorMKNT, l)y H. R. Soni. Lon^ifinans. 193-^, Pp. 439. Price 
Rh. 10. 

IfidlnH liidustrif atfd Jf.s Prohlemn is th(‘ title of a work by Dr. H. R. 
»Soiii of the Benares Hindu University which is coming out in three 
volunR's. The lir^t volnnu* in out and bears the title - Fnrtora />/ Industrial 
DevelopntrnL It is divided into nine chapters. Chapter I deals with Raw 
Materials, (Chapters IF and III with Sources of Heat and FN)wer, Chapters IV 
and V with Finance* and Management, (JhapUirs VI ami VII with Labour, 
and Chapters VIll and JX with State Action. These chaptiTs are preceded 
by a Preface and a Preliminary Survey. 

Th(* Preface explains the object of the W’ork ami r(‘plies to .some oi the 
criticisms which the author thinks might lx* levelled at the work. Thest* 
ne(‘d not lx* troubled about, but the objeta of the work is too important 
not to be noti(’(‘d. The author says that in spin* of tin* fact of the indus- 
trial backwardne>^ of India having h(‘(‘n realized on all hands ami in spite 
of so many Commissions having sat to d(‘vist* ways and means for the 
regeneration of industr} in tin* <‘ountry, indu*'try here has remained, for 
all intents and purposes, when; it «*v(t was. The reason for this, In; con- 
tmids, has been that tin* scheme.>^ that the various Commissions formiilat<Ml 
wen; haphazard. They wen* ‘‘indifferently eonstru(;t(‘d .... umh;r 
different eonditions and at different tim(*s” and eouM not, therefore, “he 
fitted together to form a c()mpl(*te machine-unit.^’ Moreover, some of their 
“vital parts” wen* missing ainl could not be j)rovided. He says that his 
work const.ituU‘s an attempt “ to rcsliajie the ilefeetive parts, to provide 
the missing nuts and vNhc(*ts, ami to Ht tin* lot together into a coinpleD*, 
wurkahh; machine-unit ” and that “ if a soiut'on of the problem of indus- 
trial development is ever sought in Iii<lia, a beginning will have to be made 
on the lines idt;nti<*al to tliosc Miggestcfl by me.” So long as \V(* Inive not 
gone through tin* otlna* volumes still to lx* out ami become fully conversant 
with tin* (*om])let(* scheme wc; find it difficult to expre.ss a ilefinitt* opinion 
on its merits, but from the idea he has given us of it in tin* prestmi volume 
we can confidently say that the .scheme promises well to put India on the 
road to industrial development should it be put into action. But here lies 
the rub. It is an all-corn preheiiMve seh erne. It aims at bombarding the 
citadel from all sides and at the same tinn^—whieh means tackling the 
problem of basic and non-basic industries, of power supply, labour, finance, 
fiscal policy, transport and of the different foriiis of direct and indirect state 
aid to industry satisfactorily and more or less simultaneously. This would 
vfiqum huge fund.s, a proper preparation of tire ground hy a thorough ex- 
amination of the conditions governing the establishment of different indus- 
tries, and a Government completely willing to do all that lies in its power 
in this regard. These conditions do not appear to us to be satisfied in 
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India nor likely to be f^atisfied in the ii(*ar future. Hut we absolutely apfroe 
with the author that a satisfaction of these is a sine fjito koh of th(‘ full 
industrial resuscitation of our country. 

The Preliminary Survey is taken up with a <liscus><ion of the wliy an<1 
wherefore of th(‘ decay ol Indian in<lusti*ies, the slow growth of the faetor>" 
industry in the eountrj^ and the objective of Indian industrialism. All 
these topics are very well dis^aissed. We would comment only on two 
points, since in regard to these we have a litth^ rliff’erence of opinion with 
the author. The fiist has reicremv t<^ the }>ast- - tlu' ciuises of the de(‘line 
of Indian industries. In dealing witii these*, tin* author takes the leaders 
of Indian oi)inion to task for blaming tin* Hritish rule for that decline. 
Tlie decline of tin* Indian handicrafts \\as, he says, inevitable: it eonld not 
have been che<*ked, for, tlie conditions obtaining internally and externally 
wen* such as could not have withheld tlu* eatastropla* happening. Then, 
lu! tells us, that it should he kept in miml that the Kritisli couhl not have 
been ex})eete<l to sac'riiice tin* interest^ ot th(*ir own home indu<tri<*s for the 
sake of Indian indnstri<*s ; they wen* in India pi imarily to ))Ush forw'anl 
tJH*ir own industrial d(*v(‘)opinent which had conu* about with the Imiustrial 
R<*volntion in England. W<‘ are at (uu* witli him in all this. Hut w’e 
would i>oint out that tlu* Hritish did not always unt*quivoe4lly (‘onfess that 
the ]nirpos(' of their rule in India was the furth<*ranco of the* industrial 
revolution of their moiherlafid. If they had doni* that none vrould have 
been ju.stilied iji qmirn'lling with their policy. Then we would say that 
the only course open to a e(mf|nered nation that saw its industries <l(*caying 
and itself rt'dnoed (o the position practically of a hewer of wood and 
a drawer of wat(*r was to point out to the rulers the harm that wa« being 
done to it ami a{>]>ea] to them to either stop tlu* harm altogether or r(*duee 
it to a minimuni. Lastly, we would note that tlu* Indians have gone a long 
distance from the position they occupied at about thi* end ot‘ the nineteenth 
century and the heginning of th(» twentieth century. There is now among 
our cKionoinists particularly and the politicians generally ti much hotter 
realization of the causes that brought about the dcoadenee of the (onn try's 
industries. They do not unlike the politieian-eeonoinists of those days 
lay exclusive emphasis on the British rule or its imiustrial policy as being 
responsibh* for that decline, but make full allowance for the otlu*r circum- 
stances also that led in the sanu* direction. 

The second point relates to the industrialised India of the future. The 
author thinks that even when that becomes a reality, the poverty problem 
of the country wouhl not be solved. The rise of industries would, no doubts 
take away a certain proportion of the population from the rural areas to 
the industrial centres and thus relieve the preKSsuro on the soil But the 
betterment of the condition of the people that will result therefronj will not 
be permanent, for population wall outstrip, sooner or later, sooner rather 
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than later in India, the means of subsistence. So })Overty will stalk again 
through the land. This is Mfdthusianisni pun? an<l simple. It is a pity, 
indeed, that its nightmare (‘ver haunts the author and he cannot shake 
it off. We cannot understand why the betterment of tht* condition of th(* 
Indian masses which will come about and will lead to a liigher standard of 
living among tlami will not bring about more or less permanent results 
('specially when the higher stain lard follows in the footsteps of proper 
housing, sanitation, education, etc., btang provided h)r them ; and all th(*se 
better conditions the author earnestly wishes to see i)rovided for our 
masses. We think that when this Imppens, tin* Indian masses will resist 
all temptation to lower their standard by incrt^asing their numbers. 

As regards the body proper of tin* volume, the niin* chapt<*rs. Th(*se, 
a'- already stated, eonecTii th(*mselves with the fa(‘t()rs in industrial d(‘velop- 
ment, raw materials, sources of power, Hnan<‘e and management, labour 
and stute action. We have nothing hut admiration for what tlie author 
has written in them. He has (*xplain(‘<l tin* preMait position with 
regard to every one of the factors, given reasons for the position being 
what it is and suggested remedies to improve* or r(‘forin it., in t*very way. 
Also he has provided a historical background in sonn* cas(‘s es])ecially 
in the chfi])ters on state action ami all this has |)(*(*n doni^ witli a mastery 
of detail and tecliniepu* that is highly praiM‘Worthy. He has read widely, 
pondered de(‘ply, grasped the subjects thoroughly and (‘xprcss(‘d himself 
lucidly, courageously, and forcibly. No doubt at pJa(*es his wonls smack 
of a lack of polish or, ns h(* himself says, are ‘unvarnished.’ But we do 
not think that that is a drawback. We an*, on the contrary, of the ojiinion 
that it is an advantage. It w'aw time that soim* om* came forwai’d and put 
things bluntly and trenchantly wlien* th(‘y r'^piired to be so put— that is, 
call “ a spade a spade ” so that those of tin* sons of the country who 
have injured India industrially by their selfish and dishonest methods 
should realize the harm tluiy have <lom‘ and desi.^-t from their evil practices. 
Also, his ‘ unvarnished ’ language conies to relieve (he tedium which 
one going through a lengthy book, like the present, is likely to feel 
sometimes, however w(*il tht* hook might hav<* been written, as the 
volume in hand is. We wouhl not tpiote ht're examples of the author's 
way of saying things bluntly, almost rudely, hut we would reft^r those 
who arO curious in r(‘gard to this matter to pages 19, :d2, 201, 294,910 
328, 348, 354, 357 and 420. 

We have gone through the volume with the greatest pleasure. We 
regard it as a book which should he in the hands of Government officials, 
politicians, indxistrialists and students. Wc think all will derive a great 
benefit from its perusal. It is indispensable for all those who wish to sec 
India advance industrially. 


G. I). K. 
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Banks and the Money Market, by Dr. B. Hatnchandm Rau, C!al- 

cutta. 1933. Pp. 257, Prico Ils. 2. 

Dr, B. Rainchjindni Rau has already made his mark as the author of 
several works on Indian Banking-. His latest hook liaaks (tnd the Money 
Market is a useful reprint of the f<mr much appreeialed lee.tures whieh 
Dr. Rau delivered to tlu* Jnslituto of BankcTs in tin* cold weather of 
1930 -aSI. 

In the First Deetnre the Professor gives a lucid analysis of tl>e salient 
functions and features of the diflerent s]a‘eialise<l credit agenws which 
are the useful constituents of a well -organised money market. (V)nsidering 
the monetary position in India, Dr. Rau do(‘s well to point out tlie defects 
of what he calls * national as well aw local money markets’ and then to 
indieat(* the jmssihle rtmiedio l(‘aving it for the diHercmt credit agencies 
themselves to det(‘rmine by what road and at what spt'ed they would 
progress. One may not cpiite agree with Dr. Rau in regard to th(‘ a]>pro- 
priateness of th(‘ terminology, /oce/ and }tatKntnl money markets employed 
to mean indigenous moneyhmders and hankers, and all the constituents 
of Indian banking r(‘sj>ectiv(dy, hut that is a matte r of opinion and after 
all a small point. 

The H(*cond L(»cture explains money and describes the j)resent cur- 
rency system of Imlia, it^ d(‘fects and the methods at present available 
for the (‘xpausion and (Contraction of currency. In conclusion, the fact 
that currency reforms d(^pend upon an improved credit system is rightly 
(Muphasised. 

In iiis Third Lecture, Dr. Rau deaL with the money markets in 
general, the prol)lems of tlie bill market, inv('stment and remittanc'c 
facilities and the directions in whic^h improvements are feasible. 

The Fourth Lectun^ on Tlu* Ideal Monetary and Banking System,” 
coTitiuns many idea> and sugges-tions which an* both r<*fresljing and sti- 
mulating and which des(‘rve to ho. M*riouslv consid(*r(*d. 

The eight appendices at the (*nd are ejititled : Rt*mon(*tisaAion of 
Silver and the Stabilisation of Silver, India, the (h^ld Standad and the 
Crisis, Sonu*. Salient Feature?' of the Foreign Banking Systems and their 
Lessons for India, A Banker’s Register, ExHmsion of the ( ’o-oporative 
Movement, Future Outlook of the Indian Joint-Stock Banks, Future of 
our Foreign Exchange Banks and Future of the Imperial Bank of Jndia. 
The appendices greatly add to the valm* of Dr. Rail’s work whiidi 
must be read by all those who are interested in Indian monetfiry 
problems. 

— Ij , (’. Jain. 
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(i) Ottawa Trade Agreemeiijt between India and Gheat Britain, 

by C\ N. Vakil, Univor«il.y Profesaor of Economics, Bombay, and 

M. C, Munshi. Pp. 39. Price 10 as. 

(ii) Imbkrial Preperenc^k for India (The Ottawa Agreement 

Examined), by 1). II Ga(lg:il, MA., ((-antab.) Pp. 60. 

Price Re. 1. 

and 

(iii) The Ottawa A(iREEMENT (A Study in Imperial Preferenc^e), 

by D. Ghosh, M. A., (Gantab.), Reader in Economics, University of 

Bombay. Pp. 73+ iii. Price Res. I-R-(». 

All these three pamphlets deal practi(‘{dly with the same matter and 
brinir out the same conclusion. Living in or near a l)ig commercial city 
like Bombay, the writers of these pamphlets had invaluable opportunities 
of getting more dettiiled information about th(‘ various trades affect('‘d by 
tla‘ agreement than to he found in the ordinary official publications on 
the subject; but neither of them seems to have made any (‘Hbrt in this 
direction. They were obviously written in a Inirrv to catch tin* market 
or to influence public opinion in the country. Of tht> three, Professor 
Vakil’s is the most suited for the purpose in view ; Professor Gadgil’s is 
the most detailed study of the available <lata hearing on the ()ttawa 
Agreement ; while Professor Ghosh’s pamplilet is tlio most useful to the 
undergraduate student who wishes to hav<* a clear statement of the general 
considerations involved in the problem. All the thn^Mondemn the Ottawa 
Agreement as prejiulicial to India’s inter<*sts tliougli with varying degrees 
of emphasis. Neither has taken into ac(*onnt the fact that thi^ exchang(» 
fluctuations witii non-empire countries mv om* of the major factors in th<» 
problem, which would iip.M4 all estlmate.s of gain or lo.ss from any nicely 
<»alculat(‘d percentage* of pr(*ference to Empire e*ountries. Ruhsequent 
events have shown that tlie Ottawa AgreM'inont dins benefited neither 
Britain nor India, though it has hen(‘fited other British Dominions. What 
is to hike its place under the situation created by tlie failure of the World 
Economic Conference? The gohl <*xp<»rts from Imlia must stop sooner 
or later ; and India must export niure than she imports if she is h> 
maintain her external credit. With the ])resent slump in the /wrW prices 
of agricultural produce, India cannot coinpeh* in an unsheltered market; 
therein lies the case for the revision of tin* Ottawa Agiwment which 
Mr. Ghosh suggests. 

For a proper appreciation of the issues involved, the three pamphlets 
shouhl he read together with the discussion at the last session of the 
Indian Economic Conference. The general public ought to be grateful 
to these writers for bringing out such timely }>uhlicationK on a current 
topic of general interest. 


— H. L. (hlABLANI. 
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Elkmrntary Economich for Indian Rkadkks, Vol. T, by Ranj KumHr 
Luthera, M. A, (Hist, arui Eoon.), Profe.s?«or, S. D. C ullege, Lahore, 
with a Forc^word by Prof. Brij Narain ; revised by Prof. Harnam 
Sinf^h, M.A., and published by R. S. Jaura, B.A., B.T. The 

»SUidents^ Popular Depot, Lahore, Pp. 314. 

Prof. R. K. Luthera’s (‘hief object in this small book is to present th(‘ 
j;en(‘ral principles of economics in a form at once simple, (dear and concise. 
His success in this n'^ard admirabb*. He has profusely illustrated his 
comdusions with refereiic(* to conditions existinjr in this country with a 
view to mak(» the book (*asily (*om])reh<'nsibl«' to an average Indian 
student. Th(* book contains enoujifh information for the students of th<‘ 
In ternic(iiat<‘ ( Hasses. 

The volum(‘ (M»nsi>ts of thn*e pa rt>, “ Introductory,’* “ C’onsuniption ” 
and “Production.” Fa<di ha^ its own merits and d(*merits. On the whob‘ 
the book i> fairly satisfa(‘tory In our opinion, a few minor alterations 
here and tl)(‘re would make certain statements mon‘ a(;(*urat(j and valuable. 
For instiinc(S on pa^re S4, th(‘ expr(‘ssion, * The demand for a commodity 
varies with it^ price ’ would c<rlainlv be improved, if it were changed into 
‘ the d<*mand for a commodity varies inversedy as its price*.* Similarly on 
page .% tin* distin(‘(ion ladwtHui d<*sin‘ and demand (effectives desire) as 
brought out by the author on page 79, would be made quib^ clear, if the 
word ‘or* were n'plaecMl by the word ‘and’ in the expression, ‘At th<‘ 
l>eginning of the season oranges will bi* searce and the priees high, and 
only those boys w ho have ] den ty of poeket money or hav(‘ a very strong 
liking for oranges will buy any at all.* 

There are e<*rtain statements whieh are op^m to cdiallenge, for ♦*xamj)le, 
a broken umbrella is not wealth, because it possesses no utility and 
no exchange vaka* ; tobd utility is ‘ the sum total of tiu* deerruv/m/ 
uiihUps of all tln^ ine.renu‘nts from the first to tin* last ’ (italics are ours) ; 
and ‘consumption of arry thing simply means the destruction <d it'^ 
utility.” It is also bard to sei* bow the number of the oranges demanded 
by the sc^hoolboy drofjs down from 4 to ‘2 with the fall in the price, 
from la. to Ja*? given on page 85. It may be a misprint, but 

similar misprints occur on pages 80 and 87 in the case of A*s demand. 

The book contains a few curves and diagrams whicdi undoubtedly 
add to its value, but they also retjuire a little modification. 

The author seems to have taken great pains in bringing out such a 
book on the principles of e<‘Ofioniics for the beginners. Let us hope that 
tin* students of the Intermediate class will read it and tlerive biMiefit 
out of it 


Hhankar Lal Agrawada. 
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Thk OambriI)( 4E HfHTOUY OF Inoia, Volume VI, The Indian Empii*e, 
3858 — 1918. Edited by Profes?i«or Dodwell, M.A,, Cambridfre Univer- 
sity Press, 1932. Pp. liGO. Priet* 30 .s\ not. 

Th(‘ sixth voluim^ of tin* (^aiuhndf/r Hisfon^ of India consists alto^^e- 
ther of iliirty -three chapters out of vvhi(‘h as many as ei/iht are devoti«l to 
the tracing*- of the irrowth of distri<*t administration in the st'veral provinces 
and tw€mty-five chapters an* written by retin*d An^>lo-Indian officials — 
Sir Verney Lovett, alone contribntinj? as many as ttm clmptors. The 
Editor, who is the Professor of the History and (’nltnre of the British 
Dominions in Asia in the University of London, has contributed three 
cdmpters in addition to the brief but revealing? iutrodiiction to the volume. 

Professor Dodwtdl ri^^htly einphasis(*s the mu'essity of a <dear know'- 
ledge of the historical bacdvjfround at the present moment, without some 
knowledge of which “political decisions become maUers of men* sentiment 
and chance”; but, he Is afraid, that “the more accurate and sober the 
statement, the less likely it is to win general approval.” Tlie volume he 
has edited <loes maintain a matter-of-fact tone and ])re<ents a multiplicity 
of events in a ju'oper historieal setting hilt in a spirit thoroughly imbued 
with Anglo-Indian imperialism. Moreover, as pointe«i out liy Mr. J. Uoat- 
man, the ex-Director of Publici Information with the (irovernment of India, 
in the April-June issiu* of the PoUUmi Qnarferbj, I.#oiulon, the book floes 
not give us “what w^e ought to' have ha<l, namely, a history of India during 
those crowded and fateful yt*Hrs,” The book is really a record of the 
achievements of British rule in India written very largi*ly by those who 
have themselves taken their full share in Indian administration. 

In the introduction, Professor Uodwell bf^gins by vindicating the 
(lovcniment of the Uomimny of the charge (“without any foundation ”) 
that it was “obscuranti^t or nmctioiiary.” Hi* writes: “ . . . the develop- 
ment of good distrifft governm(*nt was by no means tin* sole achievement. . . 
Sati and Iha^ji were su])pressed, and female in fan tickle greatly lessened, 
whik the introduction of the railway and the telegraph, the extension of 
irrigation, the conservation of forests, the spread of mis.sionary activity 
and the growth of Western education brought India int<j contaitt of a new 
and fruitful kind with the external world.” But what was the reward by 
the ungrateful people of the country! “Irnlia’s first answer,” writes 
Professor Dodwell, “to these benefiident changes was the Mutiny” which 
was essentially a Brahman iH*vf»lt afscording to the Pi-ofes-sor of Imperial 
History and Culture in London. This vi(^w of Professor Dodwell, however, 
finds no support from Dr. Holmes, M.A. Litt. 1)., the writer of the 
chapter on “The Mutiny,” who has ably analysed the various causes of 
the tanforlunate outbreak of 1857 and its reactions on the civil population. 
However, the Mutiny stands as a separate epi.sode in the volume, unrelated 
to subsequent history. And yet who i.s there who does not know that the 
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wholo of th<^ British ])oli(\y was ooloiiivd by tbo distrust of th<* 

Indian ong‘end(*re(i l>y tlu* Mutiny. 1 have elsowheiv discussed th(* effects 
of the Mutiny on the civil and military policy of the British riovernni(‘nt 
in India and those who are interest»^d may ri‘fer to my LfUKhanrhs in 
(hnstiivuonul find Nnfntnal Derr lop tnenf m Indian^ 1 ( 500 — 1910 . 

However, to ])rfK*eed witli the dt^scription of tlu^ contents of tln^ book 
umler review, it mav b(* ))ointed out, that, althousrh thert* are two (‘hapters 
<foaling- with tb<‘ Finance^ of India and the Development of Famin(‘ 
Polic.y, tlui (‘conomic ejfe(‘.ts of British rult‘ are almo>t altogetlaa* ijcimred 
by the various writer-:, ami the b(K)k is tliend'ore of \cvy little interest to 
students ol economic history of India. 

Th(^ la-^t part of tln^ volmm* i-^ devoted to Political Dev<*lupment 
b('t\veen 1R“>S — 19 IS. Five out of >\x chapters in tlnV section are written by 
r(*tir(‘d An<.rlo-Indiaim— -four of th(‘m by (uu' individual, Sir Richard Burn, 
and tli<‘y are fuii of >t.ir.( ment' that an* clulractel•i^tically bureaucratic in 
tom* ami s[)irit, I'wo or tlinv* may b<* cited h<*re for purposes of illustra- 
tion 

“ Xo orthodox hij^h-eaMe Hindu — I who dominate*^ tin* puliti<*.al mov**- 
im‘nt|— can really di'.^ire to sec* dc*m<)cra<‘y e-.tal>li>ln*tl in India.*’ 

It i*- to be* not<‘d that . , . tint Indian politicaan has shown himself 
])(>ss(‘ssed of imitative* rathen’ than c*riti(*al or con.struetivc‘ faculties, 
and has never wavc*red in his demand for a system of j^overn merit 
like* that (‘iijoyed by the self-<*-oveniinji; dominion- ’’ 

“Ofhc'ial opiniem which was stronj^ly op))os<‘d t<> tin* system <d’ dyarcdiy 
has often hec'ii misre[»rcsented as a r(*In(‘tance to jLiive nj) plaet* and 
po\\c*r. It was <liie to tin* natural pride of a body of men in eharj^e 
of a c<)nipli<tate<l machine of j^overnment to tin* j)ertc‘ctin^ of 
which tln‘y ha<l <lcv^oted the he-^t part of tln*ir livc>, and which they 
Inmestly hc*rn*ved to he* endaiif^ered if its w<»rkinj? wc*re abruptly 
transferred to inexiierienced hands.” 

It is not m‘c(*ssavy to multiply instances, as almost the whole* of the 
volume* sufi*(irs from this drawhae*k. Tliere are unfortunately several other 
serious dt‘fects, some* of which have been pointed out above*. How(‘ver, 
in spite* of th<*m the*- hook is a useful addition to the* literatures on Imlian 
History he'(‘ause, as clainu*d by the* e*ditor, it <l(»es “ gather together in a 
single volume* not only a we*alth of ixTsonal knowledge anel experieme'e 
but also the* inforrnatiem scattered through imdtituele of hliie-hookB, of 
statutes, of Acts of the Indian Legislatures ” ami puts forward “the views 
of policy uttered both by (iovcrnors-Gcne*ral amt 8ecrctaries of State and 
by Indian political leudea's.” 


GrRMUKii N. Singh. 
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'J'liK Fkamewokk of iNTEKNATioNAii ttooiKTY, by tS. H. Bailey, M. A., 
Longmanii?, Green <fe Co., London, etc‘. 19B2, Pp. 92. 

Thr hVaniework of Inlemaiiotial Sockttj, by Mr. 8. H. Bailey, i» a 
useful a<ldition to the “Workers’ Educational Association Outlines ’’—a 
s(»ries intended for the general education and enlightenment of the^ 
workers in the English-speaking countries. In a short compass— it is only 
a booklet of some vS8 pages— the author has succeeded in dealing clearly 
xvith the various lactors responsible for the growth ofian international 
"(MMCity and in describing the work of the various agencies and organisa- 
tions for international cooi)eration. Mr. Bailey, who is an assistant lec^turer 
in International Relations at the London School of Economics and Political 
Scienci-, has rightly laid emphasis on the factors whi('h are responsible 
. lor the crt*ation of international relations rather than on the constitution 
and organisations of official and iion-ofHcial international boflies. The 
booklet will serve a useful introduetion to tlu' study of tlh‘ new intc’vnational 
so<a<^ty, whieh is slowly growing up in our midst. 

"(iVUMUKII, N. 8 in(jh. 

8a ki) Bazaki, by Prof. Hrij Niirain, Mercantile P^*s^, Lahore. To lu* 
had from 8adhu Press, Uoshaujfmra, Delhi ; arul, R. 8. Jaiira, B.A., 
B.T, Kachehri Road, ].#ahore. T^p. 138. I^rice K(^ 1-4. 

Ihis is a publication in lTr;<lu. It deals with the Trade Depression that 
has been oversliadowing the work! tor th<^ la^t three years or so. It is 
<iivi<led into seven chapters which treat of the Fall of Prices, Unemployment, 
JVincipIes of Money, Gold Htandard, Dollar-St-erliiig, the Fate of the 
Pound and tlu' Ottawa Agreement. The author does not say on thest* 
topies anything that has not been already said hut he discussiis them in 
>0 simple and interesting a nmnner as to make everything clear not only 
to those who have a knowledge of Economics but also to those who have 
no acquaintance with that science. 

We trust the book will lie read widely and appreciated fully. There is 
a great need in India of hooks on Economic topics in the vernaculars of the 
peiqde. The author has supplied this need partly. ^Vo hope he. will try 
to meet it as fully ns he can by publishing more books in Urdu. He com- 
plains that the haxmr is mrd for such books. We think that it will twiicomc 
cjuifce garm in the course of time esp(*ciHlly when more books in the line 
are available in the market. 

The book contains a number of charts which are printed on art paj>er 
and of tables which have been collected from various sources not easily 
within the reach of every one. 

We heartly congratulate the author on bringing out this book. 

G. D. K. 
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The Framework or an Oroeeeh Kociety, by Hir Artlmr Salter, 
C)anibrid|?€> University Press, I^p. 57. Price 2.s*. Or/, net 

This booklet contains throe lectures which Kir Arthur Salter delivered 
at Cambridge on February 22, 23 and 24, 1933, as the first Alfred Marshall 
Lecturer. The first lecture is entitled, The N(*ed for a New System. In 
it the lectunn* points out tlie necessity for an ordered society. He explains 
that the controls and restrictions which are met with everywhere are 
foolish and imiirovised ’’ an<l refpiire to be replaced by “wisely planned 
control” ainl that the task of jdanning and control cannot be perforni(‘d 
by CTOVerninent alone hut must be carried out through unofficial institutions, 
arising from within th(» economic system, witli (lovernment encourag('- 
meut and guidance. The se«-on(l lecture is hem led rnstitiitional Jself- 
Discipline. In it are described the lines along A>hich the institutional 
s(‘lf-develo])ment that Kir Arthur has in view may be j)romote<l. Those 
linos are summarised on pages :>7 ami 38 and concern the control of money, 
the flow of capital, and industrial organisation. The third lecture i.s named, 
The Role of Oov(‘rnments and Economic Advisory (^ainclls. In this an* 
outliiKMl tiu* functions that (rovernment will perform umler the new 
dispi'usation, and th<* r(*forms that an* n(*ceHsary to enable (lovernment to 
X>erform those functions. Tliose reforms are first, “ a delegation of power 
from Parliament to the Executive ” ; and s(»condly, “the* utilisation by the 
latter of specialised external adviee, lo supplement the helj) of its own 
permanent advisers.” To achieve the secoml an appropriate organisation — 
a kiinl of National Economic C/Ouncil— will be required. Sir Arthur 
frankly states that Economic Advisory Councils have not thus far been 
successful ; but he helit'ves that they can become successful if their 
functions are developed along the right lines. What he considers thosi* 
right lines to lx* is set forth on pages 52—54. 

'Fhe framework of an or(lere<l so(*iety that the l(*ctnrer pre‘^(*nts has 
one idea that is its guiding force. That is that he wants to seek a middle 
coprse between a communism that destroys both ])ersonal and political 
liberty, or a Fascism that at least seriously <'urtaiLs the first ; a restrictive 
state* socialism directing everything from the centre; and an unregulated 
which we cannot rejoover if we would, and any attem]>t at 
which will cause the continuance or the recurrence of our present economic 
troubles, (page 5fl.) The middle course accortling to him lies in the self- 
go vernijig an<l self-regulating economic structure that he has sketched. 
This has the good points of all the systems without their evil characteristics. 
It will “oii the one hand prevent the suicidal impact ol particular activities 
upon each other, and on the other hand will pi*eserve the (*ssentials of both 
economic and political freedom (page 57). 


-d D. K. 
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Iotkrnationai. EoONOMK'ft, by R. F. Harrod, M.A., PubliHht*d by Nifs»be:|; 
and C^anihridg-e University Press. Pp. 211- Pric^e Tw**. 

A series of E(ionomi<* Handbooks is being issued under the general 
editorship of Prof. J. M. Keynes with the object of providing th(» general 
readier with ii number of readable volumes wlierein he may find a, clarified 
exposition of modern €*(*onomic thought. The degrei' to which the older 
economic principles and formulations are valid in the light of PosfrWar 
(experience is hero con. sid(*red witli an nnprejudic('d mind by the author. 

There is a general tendency among many a(*ademicians to regard 
such principles as aetth^d and compleh\ Th(‘ writer reject-s such conclusions 
and tri(NS to re-examine and re-state the fundamental theiU-h^s of economics 
hy integrating them with the knowledge derivcMl from the analysis of 
modern problems. His treatnamt docs net pivclude further m )difi(»ations 
when new facits manifest themselves. 

By international (vononiics, the author nxans tin* study of tlu' way 
in which economic* transactions arc afF<j(?t(Nl by th<^ (*xisteii(*c of national 
frontiers. Though the title of the book is hitrnnifional Erouoimcfi tlie 
autlior mainly deals with the <*omplicaUHl nte(*hanism of Foreign Trade 
which he rightly considers the basic factor in all International relation- 
ships. He breaks no new ground on tin* fundannmtals of foreign trade 
but in the main follows the* classical writers. 

The book is divided into nine chapters dealing witli su<;h vital topics 
as:— The Gain from the Foreign Trade, For(*ign Exchange, The 
Balance of Trade, World Monetary Reform, and • Tariff’s. In Ins 
discussion of Monetary Theory, he seems to favour stabilisation of prices 
or at least preventing prices falling faster tlian is warranh^d by tin* 
increasing production of goods. In consic^riiig means to tliis end, he 
deals with th<* theoretical rather than the practical diffh'ulties. Tin* book 
is lacking in illustrative facts and the whole of the analysis is academic 
which is undoubtedly int(‘resting to the expert hut a little baffling to trhe 
general reader. 

This well writt<m and stimulating hook is one which no serious 
student of economics can afford to ignore*. The general get-up is admirable, 
tlie printing chan, and the moderate i)rice brings it within the reach of all 

H. V. Narayanahwamy, 


1 nJ5 (./Ai*?AJ>A 1.KAR Bo<)K, 1932. l^ublishtnl by authority of the Huuuur- 
able H. H. Stevens, M. P., Minister of Trade and C/Onimer(*e. F. A, 
Acland, the King's Printer, Ottawa. Pp. xxxi +1100. $1 .50. 

The present isfjue of this Year Book, indispensihle to persons desirous 
of closely following Canada's progress, differs In one essential 
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l*espet5t i^rom the pfevious volumes. The editors have found it necessary 
to drop (only for th(* time h(‘iri^, it is ho))e(l) the pnw^tiee of ineluflin^ 

“ special articles^’ that constituted, in some ways, the crowniiif? ^^lory of the 
work. AVritten by scholars and specialists, they dealt with resources of all 
kinds ajid their exploitation in various forms and every phase of thoug:ht 
an<l activity in the Dominion ; and were remarkable both for the mate* 
included in them and its ])resentation. They had the merit of beinjr lucid, 
concise and interestiiiff to the scholar and ^reneral reader alike, (h’eat care 
was taken to report d(*velopm(‘nts as th(‘y occurred. The (*ditorial pro- 
f^ramine was >o carefully mappcMl out that eardi succ(»s.siv4» volunie broke 
new frround and when the stati'^tical matter becanu' out of diite, the 
old A’^ear Books continued to liave value. 

It is pl(‘nsant to note that the desire to save spac(» has not been sohdy 
r(*sponsible for dis(*ontinuin^»' this ‘‘feature."' The n(*ed to (*xtend subject- 
matter, particularly I hat rehi1in<r to wireless (or radio, as it is ealle(l in the 
Dominion ami its juMphbour to the south), judiciary ami jails (th(‘ latter 
known as i)enitentia,rie< in (Simula), education ami other htmevolent 
services and the n^sults of tin* CVnsus taken in 1931 , lunl as niueh to do 
with it as eonsideratioiis of economy, just now clamant the world over, 

A not(‘ of optimism, nowher<‘ obtrusive, prevails throufrhout the large, 
closely print.ed volume. The trough of depression through whieli Canada, 
in common with other countries d<‘pemlent upon t^xternal markets, has 
been passing, seems to hav(* intensified rather than to have slmkt^n the 
unbounded faith this young and vigorous nation reposes in its destiny. 

The pages bear witness to tin* grave (effect that the low purchasing 
power of (hnada’s customers abroad and the fall in the pri(*es of (ioinmo- 
ditiea haw had upon ])roduction particularly in the agricultural and other 
primary industrials. The sygt(*m of etHopcTative marktdhig of agricultural 
pro<lucts through the “ wheat ]>ools," which, not long ago, gave j)romis(‘ 
4>f great beneticence to the farmers, has all but broken dow n, even though 
the governments of the “ prairie [)roviuces"-- Manitoba, Saskatch(*wan and 
Alberta -lent liberal aid in the effort to stave off* disaster to the memlxTs 
of the ‘‘pools,’" who eonstituU^d the bulk of the impulation in “ (hnada 
AVest.” Owning to the low" pihtes ruling in the \Vinnipeg “ wheat pit,” and 
the conwcHjuent inability of the ‘‘pools” to keep to th(» finamaal arrange- 
ments to which they were bound by contract, members had to be reloaserl 
from their oblijuitiiion to market their wheat only through the “pools.” 
The boards of managfuiient, oji which the three provincial governmeiits 
are represented, have ^aved themselves by reorganizing the “pools” and 
instead of being mainly concerned with marketing wheat are c*ngaged in 
storing wheat in “ elevators ” (p. 667 ). 

The hard times through which (Wiadian ngricultuiv has binm passing 
has turned the fai’iners’ attention, iitward. in taking stock of their 
F. 16 
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position they are beginning* to realize that in the past far too great emphasis 
has been placed upon wheat-growing, which made them largely dependent 
upon the external market. Signs are not wanting of a growing desire 
upon their part to take to a more diversified form c»f farming and also to 
abandon the slipshod method of exploitation that took all the fertility out 
of the soil and did little to replenish it, for which Canadians, with their 
knack for inventing a tellijig phrase to fit a new situation, have the 
significant name of “wheat mining.’* 

If this introspective tendency continues to grow, as it gives every 
indication of doing, it may, in time, revolutionize the trend of agriculture 
in the wide open spaces of the west. Individual holdings may shrink in 
area. A more intensive form of cultivation may be put into operation, 
(battle- breeding, dairying, poultry-raising, meat-packing and allied interests? 
may attract greater attention. 

The rise of industrialism in these provinces constituting Canada's 
wheat belt, and in British Columbiji, bei*.omes more and more noticeable 
year by year. The figures adduced on page 812 of the Year Book, sum- 
marized in the table below, are striking: 

Value of Manufactures 

Provmee 1880 1905 1929 

Manitoba ...$3,400,000 ... $ 105,000,000 

Saskatchewan ... ... $2,400,000 81,000,000 

Alberta 5,000,000 108, 000, 0(^ 

British Columbia ... 2,900,000 ... 277,000,0(X) 

“ Of the nine branches of production ” in Canada as a whole, agri- 
culture alone “ showed marked reduction in 1929,” the last year for which 
figures could be included in the present Year Book. We read r 

“Forestry, comprising woods operations and the value added by the 
manufacturing process in the saw milling and pulp industries, showed a 
gain of 4*1 percent. Mining protluction, reaching a new high record, 
showed a gain of 13 per cent. The revenue from net sales of the central 
electric stations at $ 122,883,0i)0 was 9*4 per cent greater than in 1928, 
this showing being chamctoristic of the steady and rapid development of 
the power industry in Canada. The revenues of the fisheries and trapping 
showed a slight falling off from the high levels of the preceding year. 
Each of the three branches of secondary production showed a substantial 
increase for 1929, The value added by the manufacturing operations 
was $1,997,350,000, a gain of nearly 10 per cent over 1928, which in turn 
was greater than in any previous year in the industrial Ihistory of Canada, 
Construction increased by over 21 per cent and the net value of custom 
and repair by neariy 21 per cent” (p. 166). 
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In th(5 ups and downs through which in*oduction has i)asscd during 
the post-war years, the generation and sale of current— the central electri<‘ 
station industry, as it i'^ (?alled in Canada— “ has shown rapid and con- 
sistent growth uninterrupted by changes from war to p(iace conditions or 
the consequent drastics (*hanges iji price levels, throughout all the years 
from 1917 to 19^10 eovennl by this record ’’ (p. 915). During these 
*‘14 years the gross value of production by this industry has risen from 
$44,500,000 to $126,038,900, whilii the cai)ital investment has grown from 
$356,000,000 to $1,138,200,000 ” (p. 315), 

The “non-ferrous metals” group has also r(*gl»tered “striking 
progress since the war.” Th(‘ gross produc*tion in 1924 almost (‘(fualled that 
of the peak-year, 1920, while since 1925 the t‘xpansion has been very rapid. 

The iiKTeas(^ in tin* last named group from 1923 to 1929, r/i., 
00*3 i>er cent was the highest uni<nig nnmufae tines. The animal proilucts 
groU)>ed the lowest increase, rix., 17*2 pei cent. “ Among the iimpose group, 
the greatest increases were shown by drink and tobaceo 1(84 9 yier cent), 
vehicles and vessels (8J*3 per c<mt), hoiiM* furnishing (74*5 ])er cent) and 
industrial (*<iuij)in(‘nt (79*7 per cent), whih* the smallest in(*reases were 
shown by the small group ‘ })(M’<onal utilities,’ (19’3 per cent) and food 
(21*4 per cent)”, (p. 322). 

The increased eoiisnmption of luxuries such as drink and tobacco, 
motor <‘ars and house furnishings, an* tak(‘n to suggest a rise in tht* 
standard of living. The same conclusion is drawn from thi* expansion 
in the physical volume of manufacturing production (50*2 per cent) from 
1923 to 1929, exclusive of central electric stations. During this period the 
population rose only by 11*3 i)er cent and properly speaking the increase in 
domestic <lemands should have been rouml about that figure. Yet the 
difference bc^tween 1 1*3 per cent and 50*2 ])er cent cannot hi* ac(*oiinte«l for 
by expansion in the exports of partly manufactured goods, for the exports 
increased only from $591,820,000 in the fiscal year ending March 31, 
1924, to $690,904,000 in the fiscal year 1930, the increase representing about 
3*6 cent over the 1923 production. The remainder, roughly 35 per cent, 
is believed to hav(‘ been “ absorbed by the rise in the standard of living of 
the population of Cauaila ” (pp. 321-22). 

The lead that agriculture formerly held t)Ver manufactures has been 
definitely reversed. The peniluluni seems to be swinging more and more 
in the other direcjtion. To quote from the Year Book : 

*“The greater net value’*' of manufacturing production and the decrease 
in that of agricultural operations have combined to greatly increase the 
lead which the former has established over the latter in recent years. 

* “ Net production ” is taken to signify the value left in the producer’s 
hands after the dimination of the value of the materiale consumed in tlie pro- 
duction process. 
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This kiid WHH 7'i) per cent in 1927, 21 per rent in 1928, and for 1929 is no 
less than 93 per cent. It is scarcely to be expected that this lead will be 
maintained at the 1929 level. Agricultural conditions wore adversely afiected 
by the fact that th(‘ per acre yields of Canadian field crops were lower in 1929 
than for any year since 1015, but manufactures did not feel the effects of 
adverse* conditions umil t<nvards the close of tiu! y(‘Hr, and then not ho 
sev<jrely.” (p. 160). 

References made to tlu* part played by the tariffs in stimulating 
industry are candid. When in 1 858“- the year after the Indian Mutiny— 
the Canadian legislature ejuK^ted a prote(*tivo tariff', 

. English exporters of manufactured goods vehemently protested, 
tknada, however, elaimed the right to raise her revenue in the manner 
whieh .suited herself and (Ireat Britain did not eon test th(^ })oijit. From 
that day to this there has beeji an element of i)rotection m (Vunidian tariff 
legislation. . * . 

“ The maximiun iKnc(‘Jiiage was reached in 18h9, wln n the rate was :>1*9 
j)er cent. By 1896 there was a slight dro]> in the rate to 30‘O per cent ami the 
declining trend continued until 1918 and 1919, when a rab* of 2 To per cent 
was recorded. In 1923 the rate was 24*9 per cent in 1927, 24*1 per cent and 
in 1936, 24*3 per (ent. 1die average ad ralorrat rate f>f duty oji all imports 
was 16*7 per cent in 1928 and 15*9 per cent in 1980. Tljese rat(*s are based 
on the, gross sums collected ; jf the refunds ami drawbacks wen^ allow'cd for 
the net rate of customs duty would be substantially lower, (p. 807). 

The stijnulus given liy the war to the various ina)iufaeturing industries 
receives a<]e<|uate treatment. The ‘‘ great boom ” di<l not, 'however, reach 
its height until the feummer of 1920, A decline in value occurred in 1921 
and a furthta* decline in 1922. There was a sleady and notabh' growth in 
both gros?5 ami n<‘t valm*." of products from 1925 to 1930, when the gross 
value of manufacturing production “ tlrop]>ed back to near the 1927 
level.” (pp. 808-9). 

In respect of trade, as indeed in other matters, ( anada’s contact with 
India is slight, ('anadian exports to British India, in 1931, amounted to 
$6,957,050 ami British India ranked fifUJcnth among forty leading countries 
to which (y^inada exported goods. Indian exports to Oinafla, in the same 
yi^ixr, totalled $8,426,716, India ranking sixth among the thirty-five countries 
from which the dominion imporb*d goods. 

Indian (termed hy Canadians “ East Indian ” or ‘‘ Hindoo ”) immb 
grants wtjre first separately entered in 1905 by the immigration authorities. 
There were 45 of them in that year. In 1907 (nine months) thert^ Were 
2,124, mostly men and in the following y(‘ar 2,622. The number fell to J 
in 1916 and was only 80 in 1931. The explanation given on page 160 
of the Ymr Book of the devices employed to bring about this reduction 
win .sound naive to Indian ears : 
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“ as a cons(*quei)ce of fche opei*ation of a Regulation uufler .section 
08 of the Immigration Act of 1910, Ejist Indian immigration has since that 
dah^ been comparatively small. A resolution of the Imperial War (V)n- 
fereiK^* of 1918 declared that ‘ it is the inherent function of the Govern- 
ment of the several communities of the British Commonwealth that each 
should enjoy complete control of the <Hnni)osition of its own population hy 
means of restriction on immigration from any of the other communities.’ 
However, it was recommended that East Indians already permanently 
domiciled in other British countries thonld he allowed to 'l)ring in their 
wives and minor children, a recommendation which was confirine<i, so far 
as (’aiiada was concerned, by Order in (’ouncil of March ‘Jf), 1919’’ 
(p. 100). 

No mention is made of tin* umler-^tanding arrived at the Imperial 
Conlerence that Indian settlers in th(‘ Dominions (South Africa alone 
<li>.senting) would receive" citizenship rights, noi: of the mission on whi(*h 
^Ir. (alt<M*wards the Rt. Hon’ble) V. S. Srinivasa Sastri went to Australasia 
and (’auada to urjn<‘ the peoj>le in llios(‘ eounliies to accord friendly treat- 
m(‘nt to Indians \^ithin thcMr gaUvs. (’anada ha^ not eliosoi to follow the 
exampl<‘ s<‘t hy some of th(‘ other Dominion.s in “ eitinizing *’ Indians - 
to use an (‘Xpres-ive Canadianism. No wonder the omission. 

l^his is, liow' ver, an isolahnl instance in whicih only a partial statement 
aj)p(‘ars in the Yoar B(ml\ du<lge<l as a wlnde, it is a remarkably candid 
and lair record of events ; ami the inferences rlrawn from the carefully 
sifhMl Statistic'S reproduced in the book almo.st invariably err on the sidtj of 
jnodf'.sty. 

— St. Nihai. Sinuh. 


Injuan TitANsroa'i C’osts, by Mr. F. P. Antia, published by D. B. 

Tara]>orevala Sons & Co., Bombay. Price Rs. 3. 

This book consists of teji chapters, the first of which is in the shapt? of 
an introduction to the subject and the last is in the nature of concluding 
remarks by the author. The intervening chapters deal with transport costs 
in both pre-Railway and i)ost-Railway days. The book is an interesting 
one, especially as it deals with a subject which is very important in these 
days of comi)etition Jn aU branches of tra<le and comm<?rce in this c()untry. 
Transport charge is a very important item in the make-up of the price, of 
.every commodity and any change in this expenditure is bound to be 
reflected in the volume of trade and commewo of a country. The author 
has carefully showh in the different chapters the changes that hav<* 
taken place in this particular item of expenditure with the advent gtf 
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milwrtys* in India and the con sequential cftect on the volume of trade 
of the country, Thfe provision of a iiuinte of charts has added a 
^food deal to the v^ilue of tlie book. The author is to be congratulated 
on dealing with a subject which is very important in modern commerce, 
and, to all intents and purposes, he has dealt with the subject satisfac- 
torily* We have, however, to make one adverse remark, ?;k., that the 
I^rinting might have hetm considerably improved as certain mistakes occur 
at places whicli could have bt^en easily avoided by more careful pro<d- 
reading. 

xM. K. U. 


A Review of “Review of the ^»iE\v liEcasEATiox Oonferning 
Economic Agreements ^Cartels, et(’,) in (ifEKMANY ani> 
Hungary,” prepared for the Economic Committee of thi‘ League of 
Nations by Doctor Siegfried Tschierscliky, publisht^d by the League 
at Geneva in 1982. Pp. 52. Pa})er cover. Price Re. 1-G or 10 cents. 

The work ureler review is a supplement to the “ Review of the Legal 
Aspects of Industrial Agrtjements ” prepared for the Economic Committee 
by M. Henry Decugis (of France), Mr. Robert E. Olds (of the United 
States of America) and Doctor Siegrfried Tscliierschky (of Germany) and 
published by the League in 1980. During tlie second half of 1930 the 
legal provisions in force in Germany which were collected by Dr. 8. 
Tschierschky and appended to the Leapie’s aforesaid publication of 1930 
undt^rwent nioditications to suit the new conditions introduced by a 
period of economic depression and distress. These modifications give us 
an idea of the forms of State interference in the domain of price control 
by cartels, etc., and of the important changes introduced in the relationship 
between the State and Cartels, etc. It, therefore, became necessary to 
analyse these provisions and to present them to the world in the form in 
which they have been placed before us for review. 

These new legal provisions were introduced by tlie German Government 
to supervise and influence the policy of price-fixation by cartels, etc., and 
to strengthen its control over industrial agreements with a view to lower 
the level of prices on all important commodities, l^rovision was also made 
for the establishment of new compulsory cjartels umler State sujwvision. 

Th<3 success of these measures (^an be judged from the fact that on 
December 8, 1981, an emergency decree introducing more drastic 
restrictions on economic freedom had to be passed to protect trade and 
finance, md lo safeguard the peace of the wuntry. 
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As regards the legal position regarding economic agreements in 
Hungary Dr, Tschierschky appended a separate review to the League’s 
aforesaid document of 1930, The changes introduced in Germany after 
1930 resulted in the promulgation of a parallel law in Hungary on 
October 15, 1931. This new law is a definite improvement on the German 
Decree on Cartels of November 2, 1923, and deserves to be »*egarde<1 as a 
most up*to*dat^ law on the subject of economic agreements. 

Tlie subject has received full justice from the hands of Dr. Tschierschky. 
He writes with clearness, nerve and animation. His work is a masterly 
contribution to the existing literature on the subject and deserves to be 
rpa<l with interest by all those who are interested in the subject. 


S. 1>, 




THE BROKEN BALANCE OF POPULATION, 
LAND AND WATER 

AN ECOLOGICAL CONTRIBUTION TO POPULATION 

PROBIiEMS 

BY 

Dr. Radha Kamal Mukherjee, 

Pr ofes,sor of Ecotunnica atul Soriolof/ij, V nirer,^iti/ of Lm'knon\ 

Ab W'e follow Ihe course of the historic river Ganges towards 
the delta, the rainfiill, the climate, the agriculture, and the 
density of population improve. It is significant that agricultural 
prosperity which is so closely bouiul up with the river system 
fluctuates with the vicissitudes of the rivers, streaims and drainage. 
Everything* ixiinti, to a steady decline of old alluvial tracts and 
the emergence into prosperity and numbers of new alluvial tratds 
farthest towards the delta. Thus the Himalayan rivers which 
must once have built up with silt deposit the ui)per plains of the 
Gangetic valley have now cut deep channels in the very plains which 
they originally formed, and not only ctuise to fertilise them with 
fresh deposit, hut actually erode and gradually but continuously 
carry away the silt which they once laid on them. This work of 
destruction is assisted hy (he numerous feeders wliich are cutting 
more deeply every year into the rich layers of dei)osit and ( arrying 
the most fertile elements of the old silt into the flanges, Jumna 
and other large riveis. There goes on in the old alluvial plains 
a continual process of destruction and renewal. At each bend the 
concave bank is being eroded, while the opposite shore receives a 
new alluvial deposit to fill up the void left by the receding river. 
After a period of years the process is reversed, or the river sudden- 
ly cuts a new bed for itself, Between these processes, however, 
there is an enormous w^astage of soil. 
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In Tahsils Etawah and Bharthana, district Etawah which is 
flanked by the rivers Jumna and the Chanibal there are 41,077 
and 40,634 acres respectively of waste, the proportions heinf? 15*06 
and 15*27 per cent of the total areas. 

The wasla^>e in the district as a whole has been estimated to 
be not less than 11 cubic feet of soil per se<‘ond, equivalent to a 
steady outflow of earth in stream 1*3 feet wide and 2 feet deep 
flowing* at the rate of three miles per hour. Tlie processes of 
eiosion and ravine formation commenced within the last four 
centiiries. From the prevalence of old stone sugar mills, the 
alignment of the old Mughal Imperial r(jad still to be traced by 
its Ixos marks, the examination of old wells of known antiquity, 
as well as from the study of ancient records it would seem probable 
that most of the erosion has occurred during the last 400 years. 
Along the Jumna, old stone sugar mills are found in thousands. 
In two villages alone over 500 mills were found, in one GOO and in 
another over 250. The loss of fertile soil that has been carried 
from different districts into the larger rivers during the last three 
or four (‘enturies is incalculable. It is in the ('hambal-Jumna 
tract that the tangle of wild and sterile ravines sloping from the 
uplands to the river bank shows its worst features. There is a 
rough country along the (Jiambal which drains the Native States 
of Gwalior and Dholpur and finally Joins the Jumna below Etawah, 
As far as can be seen one meets here a labyrinth of rugged ravines 
and green valleys covered with acacia Jungle, every prominent 
bluff showing the ruins of some robber stronghold. This has been 
for centuries a No Man’s Land occupied by wild Bajput tribes, 
robbers and'raiders by profession, who settled on the flank of the 
Imperial highway through the Doab and were a thorn in the side 
of the Mtxssalman administration. i 

The process of ravine formation is aided by the fact that as 
a result of concentration of population xve find in a mature valley 
very little of forest belt left on the banks of the rivers which ipight 

i Cteoke: North-Wesfern Provinces of Indn, p. 26; also Dutriet Oa»eit0er$i 
Etawah, Agia and Muttra, 
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pr()te(‘t them against erosion (hiring* the monsoon rains. In all 
ravine tracts the village communities are accordingly found to 
check erosion by building dams where tlie ravines are wide enough 
and Urn sides loo have often been carefully terraced. Though such 
areas often provide excellent pasturage for domesticated stocks and 
have led as in Etawah to great development of the dairy industry 
yet the onslaught of these l easts against the inade(]uate vegetative 
cover further aggravates the dangers of scour and overdrairiage. 
Thus, the gain to (‘attle-breeding and dairy may be (offset by further 
loss of (Uilturable land. The ravines pivsent a further danger to 
tlie village population in the shelter it easily affords to bands of 
robbers and bandits, especially in its inaccessible portions. The 
intensity of grazing will be evident from tlie fact that one million 
animals grazed over 5,0(M) vS(|uare miles only in the forests of the 
Fnited Pr<»vinces. 

An onslaught of herds and flo(*ks (‘ontinued for generations 
t*annot but lead to the deterioration of vegetation thereby facilitat- 
ing soil erosion. There is often a thin covering of s(*rub jungle, 
which hardly caji absorb any portion of the excess water during 
the heavy rains. With the hardening effect of the tread of 
animals and rapid drainage, the mo'nsoon rains ])enetrate to a 
de])th of few iin‘hes only, and this (piickly dries, leaving a soil 
almost destitute of moisture down to the underground spring water 
level 100 feet or more below. This has reacted very unfavour- 
ably upon the agricultural population. The gradual loss of fertile 
lands (*aused by the extension of ravines along the banks of the 
Ganges and the Jumna and their tributaries is on the aggregate 
seri(ma. It has been estimated that the total area of such desert- 
like and inhospitable ravines in the United Provinces alone is 
between half a million and a million acres. 

The destriudion of forests and indiscriminate extermination 
of grassland increase both floods and droughts, alter both the 
time and duration of the river flood, factors of great importance 
to agricultural prosperity; while the silting up of river bottoms 
spells decline of the mature portion of the valley and especially 
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the delta region. Nowhere are forests and grasslands more 
important for agriculture than the tropical and subtropical regions 
where the vegetation not only conserves the moisture and ensures 
fertility by spreading a cover of silt but also prevents the ground 
from being over-heated and rendered dry by the sun. 2 Deforesta- 
tion in these regions is particularly harmful in its effects towards 
upsetting the balance between the factors which determine climate 
and hydrographical (onditions. The alternation of drought and 
floods in Northern India is merely a symptom of such loss of 
ecologic balani*e which man has periodically brought about by 
either exc^essive increase of numbers or abuse of vegetation in dry 
and semi-dry areas of the plain. 

The great densely populated Gangetic jdain is now pra(»tically 
hare of forest growth. It is inevitable that with the disappearance 
of the forests, the meteorologi(‘al conditions of the (iangetie valley 
gradually w^oiihl change. It has been estimated that of the water- 
vapour whi(‘h is condensed as rainfall over the land, about two- 
thirds is provided by evaporation over the oc^eans, and the remain- 
ing third l)y evaporation and transpiration over the land. The 
latter contribution is made up of evaporation of rainfall intercepted 
by foliage, evaporation from the soil and transpiration, and 
Cvstimates are made of these three fa<'+ors for forest, crops or grass 
land, and bare soil. The figures are expressed as percentages of 
an average rainfall of inches a year; for forests they give 
interception, 15; evaporation from, soil, 7; transpiration, 25; total, 
4-7 per cent. For crops evaporation fiom soil, 17; transpiration, 
37 ; total 54 per cent, h'or hare soil evaporation 30 per (*ent. Thtis 
the leplacement of forests hy field crops or grassland would tend 
to im*rease the supply of moisture to the air and, therefore, the 
general rainfall slightly ; replacement by bare soils, w^ould de(».rease 
the general rainfall slightly: The changes in the run-off are likely 

SBq&ort on AgricaHnre of the United Provinces submitted by the Royal 
Cionimission on Agriculture. 

:i The writer’s The Concepts of Balance and Organisation in Social Economy, 
SocHogy and Social Boaearch, August 1932. 
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1(1 be more noticeable, replacement of forests by crops would 
decrease the run-ojf by 15 per cent, and make it less regMlar, 
repla(*ement by bare soil would increase the run-off but would make 
it highly irregular. A forest JIO feet high may be considered as 
adding about feet to the effective height of the ground, and 
this should in(*rease the local orogra])hical rainfall by 1 or 2 per 
cent.^‘ The lole of forest and grass in reducing run-off and erowsion 
lias been proved also liy studies of Lowdermilk on cultivated field 
and temple forests in ('hina, in which a ratio of 59: 1 was found. 
More recently in the chaparral of Soutl)ern (-alifornia liowdermilk 
and associates found a ratio as high as UK): l.^ The greater 
fritdion of the wind with tree surfa(‘e comiiared with open ground 
is another factor. To this may be added, in favourable mountain 
situations an increased sujiply of \^ater collected mecliani(‘ally from 
(‘louds which (‘iivelop the forests. Forests drawing their water- 
supply from deep sour(‘es possibly exennse a slight mitigating 
effect on droughts, (hi account ot the widesjuead destni(?tion of 
forests, thnnighout the heavily populated (langes valley the rain- 
fall in some parts is already becoming more s(*-anty and the heat 
of the hot weather months more intolerable. It is not improbable 
tliat in some distant future the (binges valley may share the fate 
of the Indus valley, wliere once there was smiling plenty. The 
traces of ancient river be^ds and sand-buried cities extended over 
a vast spa<‘e in the desert country east of the Indus testify to the 
gradual desiccation of a on(*e fertile region. The debris and 
mounds vestiges of a forgotten civilisation recently excavated in 
the sandy deserts of Harappa whisper a tragedy of famine, despair 
and abandonment. In the south-western portions of the Doab 
the desert has already appeared. Further towards the north-west 


4 C. E. V. BrDoKs ; The Influence of Forests on Hamfall and Kun-off, 
M etearological Magazine ^ December 1927. 

5 W. C. Lowdermilk : The Changhtg Empomlion Pm'ijntaHon Cyclea of Earth 
China, Proceedings of the Engineering Society of China, 1025, quoted by 
Clements. 
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we have the tieiui-desert tract where can be marked the abandoned 
bed of one of the ji^reater Punjab rivers, the Hakra, which was a 
live river probably up to early Muhammadan times and then lost 
itself in the sands. It appears that the watering of the Punjab 
rivers gradually' transferred the Sutlej from the Hakra system to 
the Indus system, the Saraswuti and its associated rivers were 
then unable to maintain a flow^ to the Hakra ('hanuel and dried tip. 
The much discussed “ wresting ” of the Punjab is due nothing 
more than ihe capture of the rivers in the sands. Thus the Indian 
desert extends north-east to broad sandy wastes which merge into 
the scrub c'overed plains characteristic of the south-western portion 
of the Ilnited Provinces, This region tvas formerly productive 
and well watered, aJicl composed large and prosi)erous towns which 
are now^ insignifii'.ant and dependent tor such prosperity as they 
enjoy upon modern irrigation cainals. The ^diunge in meteoro- 
logical conditions is probably due to long continued human 
settlemeni and incTease of numbers, extension of cultivation and 
(‘oiiti action of forests whicli formerly i)rotected the head- waters 
and drainage area generally of the Hakra, the Sutlej and the 
Jumna, and their associated rivers. For not far distant is 
Kurukshetra which w^as the first permanent home of the Tndo- 
Aryans, the centre from whicli tliei»* (*ulture gradually spread 
tow^ards the east and the south-west. 

There is yet another way in which population pressure has 
brought injury to man, making barren what was once a fertile 
region. Throughout the Gangetic plain, apart, from land which 
has been rendered barren by erosion there are vast stretches of 
what are called Usar land. These alkali lands cover about two 
million acTes in the United Provinces alone; they are to be found 
mainly in the country betw^een the Jumna and the Ganges, and 
between the Ganges and tlie Gogra. In those tracts of the United 
Provinces and Bihar where the soil is close in texture long human 
settlement has meant an intensive perennial irrigation coupled 
with surface tillage. This has produced vast expanses of dead 
alkali land. 
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We thus realise that the concentration of population in the 
fertile alluvial plain itself leads to exhaustion and loss of fertility 
of the soil in various ways. Even in the most fertile tra(ds deserts 
and l)arren lands appear reaching* most unfavourably upon both the 
economic condition and tlie well-being of man. l)\ie to (‘ontiniious 
exhaustion of both tilled and pasture lands the soil becomes 
depleted of certain mineral ingredients. In considerable parts of 
the plain phovspborus is deficient in the soil and its effects on the 
health of both cattle and human population are far-reaching. 
Ill-nourished cattle become less efficient for drawing the plough 
and lifting the water tor irrigation and yield less milk. On 
account of imperfect (‘ultivation and inadequate manuring crops 
suffer both in cjuality and (luaniitv. Thus fewer animals are kept 
l)y the cultivator and he himself suffers due to faulty nutrition. 
Maliaitrition thus pursues its harmful t*ourse in an ever-widening 
vicious circde; the cuiltivator is too often ill-nourished and ravaged 
by disease due (*omm()u]y to lack of nourislimeni ; his beasts like- 
wise obtain inadecjuate nourishment while both toil wearily^ in a 
licaitless effort to extract from the ill-nourished c^arth enough to 
keep them from starvation. 

Both man's ignoranc*e and improvidence as well as natural 
c'uuses check the aggregaticm of ])opulation beyond a certain stage. 
Thus the population tends to advan(*e onward along the course of 
the rivers towiirds the more fertile region of softer alluvium. 
On the other hand, in the older and harder alluvium the excessive 
pressure of population leads to a change of hydrographical and 
agricultural cjonditions for the worse, upsetting the eccdogic 
equilibrixim and l)ringing about, first, a decline of the standard of 
vegetation and of faxina, and then of human numl)ers and living 
standards. The continuous ex])an8ion of agriculture and irriga- 
tion due to population pressure in the vsouth-western portion of the 
plain has led to the depletion of subsoil water-reservoirs and 


« Bee Me Oarrison’R evidence, Eepoft of Royal AgricuIiuraJ Commifuthn, 
Vol. I, Ft. n. 
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decline of the water level; while the encroachment on marshes, 
grasslands and forests has decreased humidity as well as fertility 
of land, letting loose the forces of erosion and run-off. The process 
of desiccation has already told on the breed and mortality of 
cattle, whic.li can stand neither the iiHTeased strain due to the fall 
of the well vater level nor the chronic fodder famine. The 
diminution of the numl>ers of live slock and the deterioration of 
their breed are found asvsociated with agricultural decline and 
geneial lowering of vitality of the human population in areas 
whicli were once smiling with milk and honey. There can be no 
surer evidence of population pressure than a close correspondence 
between the rates of reproduidion and mortality and the fluctua- 
tions of the cropped area, as shown in two central districts of the 
upper plain. (Charts I and II.) 

Nature has a safely valve in the forces of natality and 
mortality which would not permit animal and human lopulations 
to multiply up to the extreme limits of food-supply, for no system 
of living community can work unless there is some adjustment to 
the needs of the future.’ With animals as well as humans 
migration in response to an unfavourable habitat acts as a sort of 
safety valve redinung the chances of starvation and resulting in 
a readjustment of the density of numbers in different places. 
Elton, indeed, emphasises the importance of the migratory 
tendeiH'y of animals as contributing towards a solution of the 
animal population problem and otfering a means of enormously 
increasing the possibilities of adaptive radiation. « The study of 
human numbers in the congested (ianges plain, where migration 
may he roughly estimated as amounting to only 5 per cent of the 
total population seems to support the older hypothesis that adapta- 
tion is produced by the elimination of the unfit from a iifafioiiany 
population of animals in which new hereditary variations are 

7 The writer’s Population Balance and Opt mum, Proceedings of the Inte". 
national Population Congress, Koine, 1082. 

8 Klton : ifiiwol Bcoh^y and Evolution. 
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constantly being produced. Both natality and mortality are here 
matters of ecologic adjustment striking out a normal balance of 
numbers with the ecological area, where the evolutionary processes 
are at work with whole and more or less sedentary populations.*^ 
Thus the movemeni of population in certain areas of the Ganges 
valley is similar to that of bacterial population confined in a test 
tube, or of rodent population in a certain range of territory, tending 
to follow Pearrs logistic curve. In what decade the equilibrium 
density has been reached in a particular district depends ui)oii 
agricultural and, especially, hydrographic conditiorhs. But no 
sooner is it reached than we find the tendency towards a decreavse 
of density either through decreasing survival rate or through a 
permanent lowering of the birth-rate, (('harts I and II.) Thus 
the population trend seems to he alike in human and animal and 
bacterial populations when they reach saturation density. 
vStatistIcal evidence of this is further furnished by vsome of the 
congested districts of the Ganges valley where the population after 
reaching a saturation density tends to show a lower biological 
vigour as indicated by the vital index.’’ (100 .) This 

constant has been effectively used by Pearl to measure the biological 
health of a population and to indicate its probable future course. 
If the ratio 100 births / deaths is greater than 100, the population 
is in a growing and in so far a healthy condition. It it is less 
than 100 the population is biologi(*ally unhealthy. No single 
measure gives so sensitive a measure of the vitality of a population. 
From the vital indices we may easily conclude that populations, 
after having over-stepped the saturation density, have become 
biologically unhealthy. The damage done by the epidemics to 
these populations is much severer than elsewhere. 


9 The writer’s Optimum and Overpopulation, The Indian Journal of ^conomks^ 
January 1930, 

10 The writer’s The Criterion of Optimum Population, The American Journal 
of Sociology f March 3933. 
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REUTION BETWEEN HARVESTS AND VITAL STATISTICS 

ETAWAH 

SCALE 

BIRTHRATE 1 CM =5 PER THOUSAND 

DEATH RATE 1CM=5 PER THOUSAND 

TOTAL CROPPED AREA 5CMH LAKH ACRES 

Drought years are underlined, isos. isos, isis are epidemic years 




RELATION BETWEEN HARVESTS AND VITAL STATISTICS 
CAWNPORE 

SCALE 

BIRTHRATE..^ ICM=5PER THOUSAND 

DEATH RATE 1CM=5 PER THOUSAND 

TOTAL CROPPED AREA - 5CM=I LAKH ACRES 

Drought tears are underlined i 905, 1 9oe, i 9 i e are epidemic years. 










POPULATION PROBLEMS 


BY 

H. B. Bhide 



I w«iT«n % I 




The first thing* that strikes one when one reads the title of the 
paper is its wording, 1 am not sure whether “ Problems ’’ or 
“ Problem is intended. If it is really ‘‘ Problems,” I am 
afiaid, the subject becomes very wide, vague and llnwield 5 ^ It 
may then include all problems bearing on population’s rise, growth 
and decay and its many-sided activities. It may mean a 
(consideration of the problems in xVnthropology, vSociology, Biology, 
Medical Science, Ethics, Theology and Politics; we may add 
4 !\estheti(*s and Metaphysi<*s as well. This is a task far beyond 
the time, (*apa(lty and jurisdiction of the Economic (k)nference. 

It may l>e urged that we should confine ourselves to a consi- 
deration of the economic^ aspe<*ts of population jiroblems only. 
But, even then, as 1 shall presently try to show, the field is too 
vast to be traversed in three days’ sittings. 

Nowadays, a tendency is manifesting itself among some 
economists to widen the scope of economic science and to re- 
appropriate ” a part of the field that ought properly to belong 
to other social sciences. Prof. R. G. Tugwell describes the trend 
of modern Economics in some such words as these. Says he — The 
main concerns of life may not have altered very greatly since the 
earliest times of human association, but some interests have been 
forced into a new prominence by the developments of the last 
century or two. We therefore ought to raise the levels of 
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intelligeuce that should enable us to control the forms of the new 
world and turn them to the account of human needs. This is 
indeed, a difficult task* It emails for a more realistic and under- 
standing analysis and explanation of the working forces in our 
civilisation, so that the real needs of men may be visualised and 
finally met. And this is the business of the social scientists, and 
of these, not the least, the economist. All the problems of modern 
life are imbedded in a setting of industrialism, and this is more 
and more true as time goes on ; for, industrialism is rapidly sucking 
up the energies and shaping the life of every individual who lives 
upon the (joinmon earth with all the rest of us. This aspect is 
of recent growth. It began with the industrial revolution and 
took men by surprise. The following is a list of all these factors 
which the economist must meet and which will help us in 
visualising the common setting of all these problems. 

1. ProblemH of the worhing life : — 

(a) ConditioHH of wovhing life : — hours of work, monotonies, 
insanitary surroundings, inefficient workmanship and 
supervision, etc. 

{h) Incomes : — difficulties of correlation between changing 
standards, changing price-levels and wage-rates. 

(c) The uuvsuital)ility of modem production for the utilisa- 
tion of creative abilities. 

{d) Conflicts involved in competition among individuals and 
groups. 

(e) The struggle toward co-operation and co-ordination in 

industrial individuals and groups. 

(f) The continual changing of the natural resources and 

supplies of power depended upoh by industry. 
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2. Problems of the home life : — 

(a) The passing of rural culture, the growth of urban 
culture, the consequent destruction of home life, and 
the struggle toward a new basis for family grouping. 

(h) The 1 elation between husband and wife and between 
parents and (diildren under the new conditions. 

(r) The struggle to raise living levels and to meet the condi- 
tions of new ideals of life all of which involve enlarged 
consumption . 

d. ProLlem.'i of sinaUer ip'oop relationships : — 

(«) The decline of the old religion and the longing for a 
new religious experience with a recognizable relation- 
ship to daily secular experience. 

{h) The effort to build a new morality for social rather than 
individual control. 

(r) The movement of educational res| onsibility out of the 
home and into the school. 

(fl) The decline of individual arts and the attempt to create 
industrial and vsocial arts. 

4. Proble^ms of greater provp relatiomhips : — 

(a) The slow struggle toward a rei*reation on a functional 

basis of governmental structure. 

(b) The relations and inter-relations between producing and 

consuming groups. 


(c) Problems of war and peace. 
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{(I) Problems pertaining to mixtures of different rac^s and 
cultures brouglit about by migrations,^ 

A scrutiny of the Hlx)ve list discloses the fact that several of 
the problems included in Nos. (2), (8) and (4) are really for 
politicians, theologians and social reformers. 

These (ionsiderations bring \is to the task of defining the scope 
of economic science in general and of population problem in 
particular. That is, however, not quite relevant for the present. 
Only, I may be permitted to say that this question has a long 
history. Plato, Aristotle, Thomas Aquinas and several others in 
the pre-Malihusian times have considered the' population problem 
from non-econoini(‘ viewpoints. More re(*ently, the Neo- 
Malthusians have occupied themselves more vrith Birth-control,. 
Eugenics, etc.., than with anything else; Malthiis’s preventive 
checks have come in for a rigorous analysis at their hands. Btit 
their treatment of the subject is, I believe, primarily non-economic ; 
perhaps the subject itself is such. Again, if we read the proceed- 
ings of the World Populatioji (Vmferences held in 1927 and 1982 
we find therein non-economic discussions preponderating over 
economic ones. To use Prof. J. M. Clark’s phraseology, Ecouoniier. 
is being more and more “ socialised ” so as to be rendered 
“comprehensive ” and “ uou-Euclidean.” 

On the other hand, there are a few stray voices sounding u 
warning against the “ socialisation ” of Economi(‘s. Cairnes, for 
instance, when di.scussiug Eeut, says: — “Kent is a complex 
phenomenon, arising from the play of human interests w^heii 
brought into (’oiitact with the actual phy8i<*al conditions of the 
soil. The political economist does not attempt to explain the 
physi(^al laws on which the qualities of the soil depend; and no 
more doevS he undertake to analyse the nature of those feelings of 
self-interest in the minds of the landlord and tenant which 

1 1'rof. B. G. Tugwell’e paper on ** Experimental Economics ” in The Trend 
oj Economics, pp. 375—^77. 
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regulate the terms of the bargain. He regards them both as facts, 
not to be analysed and explained, but to be ascertained and taken 
account of ; not as subject-matter, but as the basis of his reasoning. 
If further information be desired, recourse must l)e had to other 
sciences : the physical fact he, hands over to the chemist or the 
physiologist; the mental to the psychologist or the ethi(‘al 
scholar. In Ameri(*a, Davenport strives to maintain a rigoiir- 
ously S(*ientific attitude in Economics. Says he: — ‘‘ Peruiia, Hop 
Bitters, oljsceue literature, indecent paintings, picture hats and 
(‘orsets are wealth, irrespective of any ethical or (‘onventional test 
to which they may or may not conform. Being marketable, 
price-bearing, they are wealth. So likewise of serviees; in no sense 
is economic productivity a matter of piety or of merit or of socdal 
deserving. Were it otherwise it would be necessary to change 
one^s political economy ac(‘(H‘ding as one wwe talking to a 
proliibitionist or u (lerman. What is the economist, that he should 
go behind the market fact and sot up a social philosophy of ultimate 
appraisals? F. W. Taylor, in an equally uri(*om promising vein 
maintains the old abstraction. To produce is to create utilities, 
and “ utility includes all sorts of fitness to satisfy wants without 
respect to the (diaracter of the wants. Prof. Ti. Robbins has 
endeavoured, in a rec ent ])ook of his, to define the limits of ec*onomic 
science, and his argument, if pushed to their logical extremity, 
would land us on tlie same ground. 

Following these authorities w^e may (‘oiifine our considerations 
of “ Population Problems within the limits prescribed by them. 
But even then it is impossible to do adequate justice to the subject 
in a short paper. A brief discuission of a few salient features is 
all that is attempted here. 

The first point that I should like to emphasise is the shifting of 
the viewpoint from whic^h the Population Problem is to be 


S Quoted by F. 8, Deibler in his PHficiples of Economic^^t pp. 1112. 
3 The Trend of Bconomicit, p. 469, 
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considered. A noteworthy change has taken place during the Iasi 
fif^en years. The Great War has altered our angle of vision. The 
problem is not exactly what it was for Malthas and his successors 
until recently. To Malthus it was mainly an agrarian problem. 
The peculiar conditions of England of his times provoked him to 
reflect in the particular direction. For several decades this 
Malthusian tradition had been maintained without break. In the 
meanwhile, the forces set into motion by the industrial and 
political revolutions were working at an accelerated pace to change 
the surface of tlie earth. Protectionism and Nationalism were 
giving way to hissez faire and Internationalism. The productive 
power of soil and the purchasing powder of man were expanding to 
an unprecedented extent. Difficulties of communication and 
transport were fast disappearing. Malthus had dreaded a national 
deficit of food-stuffs; but within a century afterwards the spectre 
of food-famine had almost been laid to rest. Tlie Malthusian 
population problem had ceased to trouble men’s minds. 

In fact, however, i^t was not dead once and for all. Phoenix- 
like it got a fresh lease of life from the ashes of the Great War, 
Formerly it w^as an agrarian problem ; now it is an industrial 
one. It is now the Unemployment Problem. This metamorphosis 
cannot be better described than in the words of Beveridge,^ In 
the chapter headed, Unemjdoyment and r)ver-population,” he 
writes thus: — ^ The. opening chapter of this book, twenty-one 
years ago, was devoted to keeping the problems of unemployment 
and population distinct. In the chapter just concluded^ the 
problems have come together a<‘T0S8 the bridge of rigid wages. 
Supply of labour as a whole and demand for labour as a whole are 
normally kept in general adjustment to one another, that is to say, 
unemployment is reduced to the result of specific mal-adjustmexit 
of place, time or qttality, by plasticity of wages. If it is possible 


4 Vmmfhpnent^ A Problem of Indusfry^ Ch. XVTI, p, 878. 
6 Cbaptear XVI. 
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fot wages to be<^ome rigid at a point that is too high in relation to 
production per head of the total population, part of the population 
will not be able to find employment at these wages. This dis- 
equilibrium of wages and production may result either from a 
rise of wages unaccompanied by a corresponding rise of production 
per head, or from a tall of production per head unaccompanied by 
a corresponding fall of wages. In the former case, the result will 
be described as xinemployment due to excessive wages; in the latter 
case it will be ascribed to overpopulation. In the former case, 
since it is real rather than nominal W’ages that are in question, the 
movement may be occasioned either by a rise in money wages or 
by their maintenance when the prices fall. In the latter case also 
there may be alternatives ; production per head in any country may 
1)6 checked either by growing difficiilties in producing, i.e., through 
exhaustion of national resountes or by diminished demand for its 
products, e.g., through competition of other countries or through 
imposition of tariffs, 

‘ By all routes the end of the journey will be the same — pari of 
the population standing idle . . . The routes of overpopulation 
and rigid wages have (*onverged to one end. 

‘ The problem of population is not so easy today as it seemed 
to be when industry and international trade and applied science 
w^ere in their infancy together. So long as economic development 
is envisaged mainly as the applying of successive doses of agri- 
cultural labour to a limited territory, the issue is soon reduced to 
tlie Malthusian one — of whether the capaidty of increasing beyond 
his means of subsistence which man shares with all animals shall 
he offset by vice or by misery or by moral restraint. . . Now- 
adays, the problem has been complicated by tw^o sets of factors. 
The development of industrial technique and organisation appear- 
ing to require for their greatest efficiency or concentration of labour 
far beyond agricultural standard introduces one complication. 


« Beveridge, p* 874. 
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Tha 6tlier complication is introduced by the development o{ iniei^o 
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national trade and national specialisation. The result is that tha 
population problem is now, not agricultural and national, but, 
industrial and international. 

The problem may be stated thus. Every civilised country is 
afflicted with stagnation and distress. It cannot sell sufficient of 
its own wares to let it buy those it needs from others. There is 
universal abundance and there is universal indigence. Science has 
raised the capacity of output sometimes a thousandfold, and so 
far as utensils and consumable things go, the race at large should 
be richer in practically everything. Btit this power stands half- 
paralysed everywhere for lack of purchasei's, and its own potency 
is among the main sources of dead-lo(‘k. Plenty and Poverty are 
facing each other with a gulf between. TTow to bridge this gulf 
is the problem.'^ 

This shift of emphasis is manifested in another direction also. 
It is no longer the problem of the ra<‘e betw^een number and 
subsistence in any limited area only. It is jiot the problem of 
the relation between the population and the agricultiiral resoun^es 
of any particular country. Eor, the population that any one 
country can support at any given standard of living dejyends not 
solely on its own natural fertility and resources and its own 
achievements of industrial technique or co-operation, but how in 
each of these matters it compares with other countries. Therefore, 
the starting point for any fruitful discussion of population 
problems today is that population problem for every country is a 
problem for the whole of the world.* We must analyse the distri^ 
bution of the population of the world as a whole in relation to the 
economic production and coUvSiimption of the world as a whole. 
The varied activities of mankind in pursuit of material welfare 


7 fhe Ohftertteft .Temtary, 1933. 

8 Sea Beveridge. 
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ititerjoeked too intricately to be considered in separate compart- 
ments. In other words, mere increase or deciease of the world- 
population, or mere iiuu'ease or decrease of the world’s material 
resources, by itself, is of no g^reat significance. We must try to 
find out whether the world-resources are sufficient to meet the 
material needs of the world-population and whether they are or 
can be brought within the rea<’h of tlie world-population, that is, 
whether the pun'hasing power of the world-population is or can be 
equated with the supply of the world-resources. 

(k)iisidered thus, the problem will appear to be getting more 
and more alarming. The disparity between men and resources is 
growing. A large part of the population has been rendered un- 
able to (*ome by the means (if l>are snb^’istence even. In the 
(countries on the eastern coast of the Athmtic there may be over 
d0,(KK),0(K) unemployed. If the average family may be considered 
as consisting of f‘h5 units, then the West Einopfe crmntries 
must be having over l(K) million people in a state of underfeeding 
and uiulerbreeding. In the United Slates of America, the land of 
plenty and liberty, the tale is no less saddening. Even before the 
slump began in 1929, over four million had been evicted from 
factories there; and during the acuite depression that followed, the 
figure reached ten millions. It means that over thirty-five million 
souls are there living a starvation life. The total population of 
the United States of America is a little over 120 million. That 
is to vsay, nearly 30 per cent of her people are starving ! 

England fares no better. Sir (ierald Hurst writhes, “ Until 
late years it was rare for any employee of the merchant houses in 
Manchester to lose his job. These establishments seemed to be 
most secure in the country .... Today they barely survive. And 
the main streets of Manchester are full of empty offices and ware- 
houses to be let. One third of the better (dass shops have closed 
down. An army of clerks, buyers and salesmen .... cannot 
find work. Outside Manchester, the whole .... mechanism of 
cotton tra^e in which are bound up the prosperity of millions of 
people .... is largely paralysed. They have been largely, 



274 H. B. saiDi 

dismantled, the machine being sold as scrap. The whole of 
East Lancashire is in acute distress.’'^ 

In fact, all the manufacturing nations are ‘ in acute distress,' 
Death is stalking in every street. 

The Upanisadic idea expressed in the quotation at the start, 
seems to be in its course of fulfilment. But we need not lose 
heart. Death is the gateway to higher life. 

irm nrfwt i 


» Fortnightly Reotew, July, 1933 j). 60. 
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ProfensoT of EconmnicSf Madvm (UAIctje^ Madura. 


[An attempt is made in this paper ta show that the fear of 
the Neo-JVIallhusians is merely a ni#»’htmare; that their methods 
are injurious to the interests of our land. They have created 
a generative egoism which is sure to end in Ra< ial degeneration.] 


“ No — no money. JUow money ! It is a gOvspel of hard work. Too 
much money in the world now. Softens the muscles and puts on 
fat, and its influence is fatty degeneration for giver and taker. 
DonH talk of that. We want men who don't care a rap for it. 
We have no use for your cheques, but we have big use for you, 
if you will really work.” 

Thanks to the vigoroxis propaganda of the Neo-Malthusians, 
the atmosphere today is charged with the cry of overpopulation. 
Parents with numerous offsprings who were once objects of vene- 
ration are now looked upon with contempt. The proud mother is 
now forced to hang her head down in shame against the attacks 
of the new-fangled theorists. In short, the country today is full 
of unwilling fathers, unhappy mothers and unwanted children* 
Procreation is beginning to tie looked upon as a crime. Maternity 
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is looked upon in liigh medical quarters as a dangerous disease. 
To avoid this disease, many sexual vit*es are being practised. 
Mother is separated from (*hild and husband is separated from wife. 
Jn a country grown grey with age-old tradition, this new gospel 
has come as a tremendous shock. No country has so much regard 
for children as ours where they are looked upon as representatives 
of (jod. Says iVpastamba, In the ottspriiig thou art 
born again, that mortal is thy immortality.” The repercussions 
of their teaching have, therefore, been particularly serious in 
India. 

If India is really overpopulated, then no sacrifice is too much 
to <*ut down the ])opulation to reasonable limits. On the other 
hand, a careful examination of facts sliovvs that India is far from 
being overpopulated. Overpopulation, like many others in Eco- 
nomi<‘s, is a relative term. Just as we cannot talk of income with- 
out reference to a particular period, so also we cannot talk of 
overpopulation without reference to the extent and productive 
(capacity of the country. “ A country can be said to be over- 
populated only when the returns from all industries taken 
together — agricultural and manufacturing — are diminishing — tliat 
is, when the diminishing returns from agriculture are sutticieutly 
large to wipe off all iiuueasing returns from manufacture.” 
further, when judging the magnitude of the population of a 
country, we must never lose sight of the fact that the distribution 
of the wcultli i)r()duced is as vital a factor as the total amount of 
wealth. A country can be said to be overpopulated only when its 
productive caj)acity is insufficient to meet the legitimate demaiids 
of its population. On the other hand, the productive capacity of 
the world, in recent years, has been increasing at a rate undreamt 
of before. In the words of Eainsay Muir, owing to control over 
Nature acquired by the application of new scientific ideas, the 
world today supports a vastly increased population in a degree 
of comfort far surpassing that enjoyed by any generation of our 
ancestors.” The marvellous increase in produ(ition is not confined 
to articles of food. The world^s coal and pig iron production has 



kSO-MALTHUSlAkTBM 


27 ^ 

inci eased during the last century and a quarter hy a hundredfold; 
cotton production has incieased Iwentyfold; shipping eightfold; 
railway mileage threethousandf(dd. “ The world/^ says J. 
Bourdon, “ is still underpopulated. The increase of population 
may continue for a long jieriod before becoming a danger to the 
food supply.*^ 

The question of overpopulation arises only when a country 
lias reached its maximum i)rodu(’tive (upai ity and when even this 
product is found insufficient to meet tlie wants of the people. 
Some fd* the (‘ountries in Eurojie have certainly rea(‘hed their 
maximum productive (apacity. Scientific methods have l>een 
systematically applied and nature has been harnessed to an extent 
unparalleled in the hisloiy ot the world. But India is one of 
those countries which is yet a stranger to scientific progress. Her 
methods of cultivation are not very different from what they were 
in Vedic or Fqiic times. Bntil her lands are treated to scientific 
manure, what she can produce should only remain a matter of 
economic siieculation. The average production of sugar per acre 
is one ton in India whereas it is four Ions in Java and four and 
half tons in Hawaii; the yield of wheat is 1,2-50 Ihs. per ac e in 
India, while it is 2,t)()0 Ihs. in the Hnited Kingilom and Switzerland. 
li]ffi(*ient methods of cultivation are sure to add (‘onsiderahle w^ealth 
to the country. Not only aie the prospects of intensive cultiva- 
tion hopeful, hut also those of extensive cultivation. Excluding 
the forest area and area not available for cultivation, we have 
21 per cent ot the total area still available for cultivation witboiit 
any difficulty. If the entire available acreage is brought under 
(iiltivation, it has been estimated thai we vshould re([uire api)ro\i- 
mutely double the number of agricuiltiiral labourers. The probable 
intTease of produce from the Sukhur-Barrage Scheme alone, it is 
estimated, will be over million maunds made up as follows : 


Rice 

Wheat and Barley 


... 8,700,000 maunds. 

... 23,000,1)00 „ 
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Cotton ... ... ... 4,000,000 maunds. 

Oil-Boeds ... ... ... 2,250,000 ,, 

But, if we are far from reaching the maximum prcxluctive 
capacity in agriculture, we are still farther away in the case of 
manufacture. India is just on the threshold of an Industrial 
Revolution. Students of Economic History know, more than any- 
body else, how much wealth industries have added to the national 
wealth of WesteTn countries. Endow’ed as she is plentifully by 
nature, her chaiH*es of industrialising herself are plenty. Though 
it is not possible to say by how^ much her national wealth is going 
to increase, we are (‘ertainly on a firm ground when we say that 
as a consequence, her national wealth is sure to increase at least 
tenfold. 

In the face of these possibilities, it is reall\ amusing to be 
told that India is overpopulated. The Jfeo-Malthusians do not seem 
to realise that so long as God sends tw’o hands with every mouth, 
the nightmare of overpopulation need (*ause no trouble. In tlie 
w^ords of Kropotkin, the great Russian humanitarian, “ Those 
only can l>e horror-stricken at seeing the population of a (‘ountry 
increase by f>ne individual every thousand seconds who think of a 
human being as a mere (daimant upon the stock of material wealth 
of mankind without being at the same time a contributor to that 
stock. But we wln» see in each uew’^-lmrn babe a future w'orker 
capable of i)r()duciiig mucb more than his own share of the common 
stock, we greet his appearan(‘e,” It is true that in India, w’e are 
witnessing an appalling ])overty. But that has nothing to do with 
overpopulation. A family with a larger number of children may 
nevertheless be happier than another wu'th no children at all. It 
all depends upon the collective purcliasing power of the whole 
family. Even with a considerably reduced population, the same 
poverty may continue if people have not enough purchasing power. 
If any part of the body gives trouble, wisdom consists not in 
cutting away the part affected, but in restoring it to its original 
state. To think of cutting down the population, because people 
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have not enougli to eat is only a shamet'ul admission of our 
incapacity to make proper use of the immense potentialities of 
Nature. In tact the growth of population itself ultimately 
depends on economic conditions and the rate of growth adjusts 
itself to the growth of National Income and National Wealth. 
Tliis view is based on facts relating to India as well as European 
(ountries and is as true for the Industrial Wesi as for the Agriiail- 
tural East. As compared with ITT jiersons per square mile in India, 
there are (j6() in Helgium, 050 in England and Wales, 51d in the 
Netherlands and dd2 in (iermany. It is to her interest that popula- 
tion density should increase in India: for, in general, jiopulation 
density ai'ts as a stimulus lo national {|ualities and more especially 
to work and savings. “ Whether the individuals of a Nation are 
gilted with a high degi'ee (d‘ initiative, a very high form of civil- 
isation may he obtained with a meagre population, although we 
cannot hide from ourselves that in all ejiochs, it was in the most 
densely populated ^ones that the highest manifestations of civilisa- 
tions of the period have appeared. 

In fhe words of Dadahhai Naoroji: “There is the stock 

argument of overpopulation. They talk and so far truly of the 
increase hy Ifritisli peace; hut they (juite forget the destruction by 
the liritish drain .... so long as the hhiglish do not allow the 
country to produce ivhat it can produce, as long as people are not 
allowed to enjoy what they can produce, as long as the English 
are the very ])art\ on trial, they have lui right and are not c‘ompe- 
tent to give an opinion whether the country is overpopulated or not. 
In fact it is ahsind to talk of overpopulation, i.e., the (‘ountry's 
in(*apability by its food or other produce to supjily the means of 
support to its people, if the country is un(‘easiiigly and forcibly 
deprived of its means or capital, f^et the country keep what it 
produces and then only can any right judgment be formed — 
whether it is overpopulated or not. Let England first hold hands 
off India’s wealth and then there will be disinterestedness in and 
respect for her judgment. The present cant of the excuse of over- 
popnlation is adding a distrustful insult to agonising injury. To 
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talk of overpopulation at present is just as reasonal»le as to cut off 
a nian^s haiuls and then to taunt him that he was not able to 
maintain himself or move liis Jiands/' J. A. Hobson ^*oes still 
further when he says, “ There is no evidenee that the world^s 
population is outrunning* the natural resourc'es; but on the (*ontrary, 
the presumi)ti()n is that for their fuller utilisation a larger popula- 
tion is neeessarv and thereby could he maintained at a higher 
standard of livijig.’^ 

Knough has been said in the foregoing ])aragraphs to show’ 
that the tlu'ory of over])opulation is a pure myth. Even granting 
for the mcmient that India is overpopulated, the writer has to point 
out that the ])ropaganda carried on by the members of the Neo- 
Malthusian League is positively dangerous to the tuture of our 
land. The su])reme importan<‘e of heredity is the great biological 
discovery of modern times. The cultured section of the popula- 
tion, it is needless to pchnt out, is at once the greatest asset and 
hope ot a country. The science of Eugenics aims at increasing by 
all ])ossihle means this section ot the population, for the percentage 
of the cultured is a barometer of a Is'atitm^s prosperity. A proper 
j)T’ogTamme sJiould therefore consist of medi(‘al, legal and social 
measures designed to bring about an increase in the number ot 
children from the superior grades of sf)ciety. To that end, 
America is today carrying (»n a deliberate campaign to encourage 
pro(‘rea1,ioii among the educated. Eugenic sterilisation aims at 
destroying the reproductive (-apacity of an individual by means ot 
(‘ertain surgical ojicratious which are carried out in accordance 
wdth the Law. This is (‘urried on prin(‘i}jally in (‘ases of 
degeneracy such as lunatics and criminals. ‘ Vasectomy and 
Salpingectoiuy tire o])erailons \ei*y common in the United States 
ot America.’ 

India is pursuing an exa(*tly opposite policy. The Neo- 
Malthusians have begun from the Avrong end. They are preaching 
tlieir gospel to a section whose multiplication is of paramount 
importance to a country like India where mass illiteracy is the 
greatest stumbling block to her jmogress. The cultured are still 
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an insignificant ininority in our land; this niinorily is sure to 
dwindle as a conse(|uence of this new doctrine of the Neo- 
Malthusians. Many among the superior families, have already 
begun to limit their families to such an exteni lliat there is everv 
possibility of tlieir breed being wiped out. To have no more than 
one or two children in oid(*r to make it easy to mount the social 
ladder should be uns})aringl\ eondeinned. It is a sort of generative 
egoism abetted by the dangerous Neo-Malthusian [U'opaganda 
Snobbishness and desire tor social advancement are foniid in all 
ranks of society; and the snobbishness which ta\'ours the limita- 
tion of families amongst the well-to-do is now' doing a dt‘adl\ 
ijijnry to llie race in liitlia. Home was ruined in olden days on 
account of a low^ liith-rate amongst the su]’erior breeds and a high 
hirtli-rate among the interiors. 

The masses aie (jnite igmuant of the Nco-Maltlmsian League; 
they are growing as fast as ever; the ])rea(‘hing‘s ol tliese jioiuila- 
tion faddists are like water jxuiring off the d in k's back. Th(‘ 
latest census reveals a meteoric increase* among the least cultured 
(‘ommunities. That such a campaign is not to the interests ot the 
country needs no emjiliasis. “ If the bb'eiich ])o])ulation had gi'own 
at the same rate as the ( lei man population, we sliouhl in Dl't 
have had (Jl millions instead of ^*19 millions and (lermanx would 
have never dreamed an attacking oi us. So war tlie price France 
had to pay for her sad refusal to increase and multiply (Standing 
llooin only. Boss) the present campaign is Mire to widen the gulf 
between the cultured and the uncultured. The immediate need 
is a counter-propaganda against the attemjits of this League. The 
path of duty is the road to racial progress, t hir civilisation cannot 
be maintained if the better sto<*ks liave small families. In fact the 
(‘all of Eugenics is to make the production of families of adeijuate 
size widely felt as a paramount diity of parents. Our country is 
well on its way towards a racial degeneration. This (an only be 
(‘hec^ked by incorporating in our moral code the sacred (hity of 
pro(‘reation among the higher classes and advocating this with 
religious zeal. Tliis will also rescue our country from the dangers 
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of tlie new (levi(‘es so ably described by Dr, Benjamin T. Tilton: 
“ It is not an exaCT*^^’^^tion to say that thousands of women die 
annually from the effects of these illegal abortions and other 
thousands Ijeccane chronic iu\alids ov permanently sterile.’’ 



THE PKOBLEM OF INDIAN OVERrOPULATlON 


BY 

Jafor Hasan 

It is (‘oiniiiou fallacy that India is cue of the m<)s< over- 
})()pulated coiiiiiries of the world. Kiiroi)eai] opinion, specially, 
has consolidated itself on the belief that most if iu)t all of India’s 
evils are due to the “ plain and simple ” fact that the Indian 
j)eople are roj)roducing far beyond their means: heiu'c the endless 
tales of scarcities and famines, diseases and epidemic's, want and 
])cjverty. Tt would he worih while to examine in the li^ht of recent 
investijiations the i)r(d)lem of India’s pox)iilation. 

How often has one Iieard that India is overpopulated? But 
\N hat is the l eal meaninjj;' of o\erpoimlation ? So(*iolo^»*ical research 
has shown that there are two different kinds of overpoinilation — 
c'onveniently called the relative and the absolute. A country c‘an 
he c'onsidereci to have an absolute overpopulation only when it is 
unable under the bc'st j)ossible (rovernment and economic organisa- 
tion that human ingenuity can de\ise to provide itself with enc3Ug’h 
means of oc*cuj)ation. We might also take the facdor of wealth 
into c'onsideration, and sa.\ that abscdute ov(U*poi)ulatio!i is possible 
cmly in a c'cmntry Avhicdi in spite of an ideal (iovernmeiit and good 
ag: ic'ultural and industrial organisation is unable to produce enough 
wealth for the adecjuate sustenance ol its inhabitants. We know 
that the Industrial Kevolution of the eighteenth c*entuiy, along 
with the steady mecdianical progress w^e have made ever since, and 
the revolutioji in the means of transport and (‘ominunication of the 
nineteenth and the twentieth c^enturies have c'ompletely changed 
the c‘haracteristic»s of the population problem . Sinc*e food and raw- 
material can now’ easily be imported from distant c'oimtries, it is 
no more necessary for evei'y (country to produce food and raw 
materials within its own boundaries. It must, however, provide 
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itself with enough means of oeeupatioji. If in any one country 
all known methods of produetion are employed and all natural 
resonroes utilised, and yet there is a surplns poj)ulation wliich 
cannot be provided with wealth or oc(*nj)ation it is overpopulated 
in the absolute sense. The economic lustory of Ihe world does 
not kiio>v of any instance when a country could be considered to 
liave had an absolule overpop.ulation. If, at all, we might consider 
(Vntral Asia a( the time of the (treat Aryan Migration to luive 
been suffering of alisolute overpopulation. Ignorance of mankind 
at tlmt time was so j’ross and the knowun methods of production so 
primitive that it mighi have then been impossible to produce 
sufti<*ient wealth for an ever-im‘reasing population. The enormou^ 
strides that mankind has made since those remote times towards 
knowded^e and progress have enabled (ountries to pi’oduce more 
V ealth than could ever be imagined l)y any utopian of the 
mediicval ages. Today it is difficult to believe that for centuries 
<o <*ome countries with large areas like Geiniany, France, tnid 
Japan (*an have an absolute overpopulation. The rationalisation 
of industries and nmdernisation of the agricultural methods of 
l)roductif)n will enable these and similar countries to support a 
mu<*h larger population. If this is true in case of countries it 
must also be true in respe<*t of huge subconfinents like India which, 
thanks to the varying kinds of soil and climate, can produce almost 
all kinds of fruits, veoetables, and cereals, and which has (though 
still hidden under its surface) almost all kinds of minerals. Such 
(‘onditions prevailing, India can most assuredly not he considered 
to he already overpopulated in the absolute sense. On tlie <*ontrary, 
opinions of men, whose knowledge cannot be disputed ami wdiose 
authority cannot he denied, lead us to believe that India is not 
producing one-tenth of what it (*oul<l by methods already knowm to 
humanity. Nearly a decade ago vSir M. Visvesvarayya — w’hose ability 
as an Ec'onomist has l)een well re<'ogiiised by our Conference by 
making him our Presidents — wrote: ‘‘ under favourable conditions, 
with steadfast perseverance in a settled national policy, and by the 
intnaluction of f^nence, nuMlern nm<*hinery and up-to-date 
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busine»8 metliods, the piodiietioii of' the country froni a^rii ulture 
and inainifactiireB could easily he doubled within the next ten and 
trebled in fifteen years.”* Prof. Itaneijea sug'^ests that “ under 
favourable (onditions India <*an bring* iorih six io eight times its 
present produ(*e.”^ The same view has also been ’idvocated by 
Arnold Impton to the eftect tliai “ this great (o untry and this 
great peojile with its enormous well-ordered pojiulation sufticient 
for all the w’ork it has to do, could, if wivsely guided, support 
double its present number in health, jdenty and pleasure.”'* Any 
number oi similar (|Uotations (ould be given to ])rovo that Indians 
phenomenal under-pnjduct ion is nui due to natural causes. If 
India is not ])rodu(*ing one-iourth of what she could or should it 
is not duo to a dearth in natural resources l)ut the fault oi man. 
Man alone has to blame himseli lor not utilising the wonderful 
and limitless lesources ])la(*ed at tin* disposal ot humanily l)y a 
benevolent Nature. 

I, thereior(‘, do not and cannot hold that India is overpop dat- 
ed in the absolute sense. Hut what about a relative overpopula- 
tion ? 

Relative overjiopulation may be defined as that eondition wdii*re 
there is sueh a suriilus that the means available at a given time 
and under existing conditions are incapable ot prod\ieing enougli 
w^ealth necessary for the maintenance of a reasonable standard of 
living for all. In other words, if in any given (*ountry on (U'count 
of avoiitahle circnrnstdnccs there is neither enougli wealtli nor 
means of livelihood for the existing population, the (‘ouiitry is 
relatively overpojmlated. The avoidable (‘ireumstanees mav be 
illiteracy, misgoveriiment, maladministration, disunity, internal or 
external warfare, negligen<*e of industries, absence of compulsory 
education, lack ol industrial, commercial, and agricultural train- 
ing. These are the very problems which confront India. There 

1 Hecons I meting India, London, 1920, p. 10. 

2 “ LandwertHchaftliche Bericht,” Pai^y. Berlin, 1020, p. 481. 

.1 Happy India, London, 
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are large natural resources and the inhabitants are endowed with 
different kinds and grades of latent talents, and abilities, and yet 
she is not maintaining a reasonably high standard of living for 
the population. Hence India is relatively overpopulated. It has 
undeniably a strong relative overi3opulation. The conditions in 
most other countries are, however, vsimilar to those of India; hence 
I make lx)ld to say that almost all countries of the world are 
suffering from relative overpopulation. As long as there are millions 
of unemployed jieople wlio, in spite of ability, energy, and will, 
are unable to find work ; as long as even many more millions are 
under-employed, and as long as milliards of people are suffering 
from lack of necessities, wants and comforts, most countries in the 
world and, not the least the so-called progressive and civilised 
countpes, are suffering of relative overpopulation. England, with 
innumerable possessions, colonies, protectorates and mandates whose 
aggregate size is 150 times larger than its own; England, with a 
world-wide empire in which the sun never sets, is suffering oi 
chronic unemployment. »-The poverty and misery of its working 
classes are no less today than what tlmy were at the beginning of 
this century.^* 

India's problem of relative overpopulation exists only because 
India's vast natural and human resources are neglected. Many 
of us have come to the conclusion that India is not producing even 
one-fourth of the wealth which it could produce by rationalizing 
the methods^ of production. The story of the niggardly treatment 
of our industries is long and lamentable to relate. But more long 
and more lamentable though seldom stated or acknowledged or 
even realised is the story of how our customs and social laws 
hamper our economic progress in the quest of wealth. The 
political and educational institutions of the State, the cultural and 
social characteristics of our nation, are such, that they do not 

4 Compare Has Pomtiy Diminishsi}, by A. A, Bowley, Bc.D., F.B.A,, Ptof. of 
Btatistic«|, University of London and M. H. Hogg, Reaearcb Assistant at the 
Lo^on' *Bohool of Economies, King, London, 1995, 
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discover the latent abilities of the individuals, vitalize their 
aspirations, and help them to realise Iheir ambitions. It would 
lead us too far to dilate on the causes of the ne^^’li^’ence of Iiidia\s 
potentialities and resourt'es. Siitiice it to say that India has not 
only vast natural resoim-es at her disposal but also latent abilities. 
Given a fair cluin(‘e and a right lead, India will become one of the 
fnost prof^ressive nations of the w’orld. Slie will tlien be able to 
support a Jniudred crores of people on a decent standard of living’. 
Today she is somehow sustaining thirt>’-Hve crores. Her standard 
of living is so miserably low tliat it can hardly be called luimane. 
Nobody who has the slightest notion of the (‘ondiiion of the work- 
ing classes in most of the industrial cities of India, and of the 
agricultural labourers and real tillers of soil, can pretend that the 
standard of living is such as makes life worth even living. 

Under the existing conditions India's relatively strong over- 
])oi)ulation is due lo the facd that it is not producing enough to 
maintain its population on a decent stfandard of living. All that 
is produced, India is fiot able to relaiii, and the little that is left 
is very badly distributed. India has thus t(» solve these three 
problems (viz., luider-production, drain, and maldistribution) 
before she can ever afford to increase her population. Even if 
Indians were free and ])olitically independent she could hardly 
manage (for decades to come) to provide .‘155 millions with 
sufficient w'ealth or means of occupation. 

Hence tlie vital ne('essity of checking India’s ])opulation ! In 
the absence of the older methods of checking the growth of popula- 
tion (namely, infanticide, negligence of female babies, prohibition 
of widow remarriage, etc.) it be(‘onies of paramount im[)ortan(‘e 
that the problem of India’s relative overpopulation must somebow 
be solved. There is only one solution to offer: birth-control and 
sterilization of the unfit ! The alternative to tliis method is more 
poverty, more misery, more mortality, more diseases, more 
epidemics, more scarcities; in a w^ord, a mure wretched living. 

With millions of our countrymen living in abject poverty, 
always on the brink of semi-starvation and hunger, devoid of 
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sufficient clothing and housing, there can be no justification tot 
any- further increase in population. I strongly hold that we alone 
and none other are to be blamed for our inability to produce 
enough wealth to support our population on a decent standard of 
living and this responsibility rests on the Indian people alone. 
Since owing to non-economic factors, social, religious, and political, 
we are barred from producing as much wealth as is desirable. What 
we must, therefore, immediately strive and work for is that our 
population should lessen not by hundreds or thousands but by 
millions and crores. 



ON THE MAXIMUM OF POPULATION 


BY 

S. SUBRAMANIAN, B.A. (HONS.) 

Department of Mathematics, Annamalai University* 

1. Introduction. 

Mr. M. V. Jajnbimatlian, writing? on ‘‘The Curve of Population” 
in The Journal of the Indian Mathematical Society for February 
1932, has observed that, other forces remaining constant, the 
relation between the population and the time measured from an 

M 

initial epoch is ^ t.he maximum, y, the popula- 

tion and a:, the time. 

Further, by expanding J/(a?)dx as a polynomial ao + ajir+aa*® 
+ . . . 4* a^£r«, he has proved that must be negative and 
that n must be odd. By taking special oases of the polynomial 
subject to the above restriction, he has given the equations 


where y„y yx, y*, y*, y^ are the values of the population at 
equal intervals of time. Tlie equation oan be extended to the 
ease of any odd number, n, of observations. But since the number 
of observations that we are in possession of for any area is 
limited, I shall not go into the general ease. 
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II. Madras Presidency. 

• The census reports give the following data;— 


Year 

Population 

1891 

.30.061,408 

1901 

38,653,668 

1911 

1 

41,870,160 

1921 

49,794,156 

1931 

47,193.602 


It will be immediately noticed that the decade 1911 21 does 
not fall into line with the others and consequently the results we 
get by different ways may not be the same, 

(а) We shall first take 1891, 1911, 1931 and apply etjuution (i) 

We get|— reokoninj? in millions. 

This leads to the simple equation 

42‘(M-83)=47+oti(M-H4) _ 

which on solution gives M=60 (million'*) approximately : (Actual 
59'5 millions.) 

(б) If we take 1891, 1901, 1911 we will have 

/ M-36 V M-^2^ /M-a9y 
i '36 'jl''42 j~\'39 / 

This leads to the equation 

39'*(M-78) = 36X42(M-78) 

which immediately gives M = 78. 

This great difference between the two resulf^s cap be 
immediately explained. The first method covers the epoch of 
the wap and the oonsequept set-back to the growth of the popula- 
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tion whereas the second does not. We .naturally get a bigger 
value by the se<jpnd method. j 

As the purpose of this paper is to give only a rough value 
for the maximum, I do not go into the correction. 

In the case of Madras — British Territory alone — the census 
of 1891' gave 35,644,428, thal of l9ll> 41,405,404, and that 
of 1981, 46,740,107. Taking the population in lakhs the equation 
to be satisfied by the maximum is 

/M-356YM-467V /M-414y 
V 856 A 467 “ j V '414 / 

which reduces to the equation 

4 1 4 (M - 823) = 356 -f 467 (M - 828). 

Simplification gives the result M=660 lakhs approximately.' 
(Actual 66r3 lakhs.) 

111. Mysore State (including C. and M. Station, Bangalore) 


Year. ’ 

Population. 

1891 

, 1 

4,943,604 

1901 ! 

5,639,399 

1911 

6,806,193 

1921 1 

• 6,978,892 

1981 ! 

6,667,302 


Starting from the values of the population for 1891, 1911 and 
1931 and taking 10,000 as the unit, the equation to be satisfied is 


/M-494 Y 

/'M-6o6’\ 

/M-681\’ 

t 494 /■ 

i 6^ } 

“ [ 581 / 


i 

which gives M=*86r6. 


681* (M- 1160) =494 x 656 (M-1162) 
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Hence the maximum is about 86 lakhs. 

As in this case the application of formula (ii) happens to be easy, 
it may be taken into consideration. Considering the population in 
millions, the equation for M is 

M (^)‘ (^) = (^)' (^r 

u, = 

6* (M-~12) = 5x7 (M- 12) 

*.s., we get M= 12 as a very rough approximation. 

If we exclude the 0. and M. Station, Bangalore, and consider the 
reports of 1691, 1911 and 1931 we get the maximum from the 
equation 

^ M-4 8 J 

U, 57* (M-112) = 48x64 (M-~114) 

which gives M=77'25, the data being taken in lakhs. 

A look into the tables will tell us at once that Mysore is fast 
approaching its maximum population according to this calculation. 

Similar figures can be worked out for the whole of India and 
the several provinces. In the case of the former, it is likely that 
several uncertain factors are introduced owing to the striking 
heterogeneity of the population. Anyway, from the mathematical 
point of view, results can be got as in the other cases. 

But it appears that it cannot for one moment be contended 
that the figures worked out are accurate except on the stipulated 
conditions. In practice, especially in these quickly changing times, 
the * other factors ^ are never constant. It is certain, however, that 
numbers cannot go on increasing without limit and so far there 
have been very few attempts at determining this limit. 

I thank Mr. M. V. Jambunathan for his valuable suggestions. 



A CRITICAL SURVEY OF THE CREDIT 
COOPERATIVE MOVEMENT IN C. P. 


BY 

A. C. Sen Gupta, 

Mortis College, Nagpur. 

It is needless to mention the basic principles of co-operation 
and the need for (/O-operative Credit Societies. A study of the 
question of Agric^ultural indebtedness and of the bi^h rate of 
interest that the cultivators have to pay, will conviu(‘e any one 
that tliere is a ^,^reat need for an organisation of this sort. The 
total debt of the cultivators of C. ]^ and llerar, has been estimated 
by the C. V. Banking Enquiry Committee at nearly thirty crores 
of rupees. This means that for every acre of land held there is a 
debt of Bs. 9-5-0, It comes to Hs. 227 per family of cultivators. 
This may not look very heavy, but we must remember that it is 
not every family that is indebted. The C. P. Banking Enquiry 
Committee have estimated that over JIT per cent of the cultivators 
are free from debt. As is only to be expected, even among the 
indebted cultivators, the debt is not uniformly distributed. Thus 
about 4 per cent of cultivators are hopelessly indebted and they 
are responsible for 37*4 per cent of the total debt and about 59 per 
cent are responsible for the balance. 

The rate of interest charged varies in different areas. In some 
pla(*e8 it is as high as 75 per cent per annum. 37i per cent is not 
an uncommon rate. 24 or 26 per cent is very common indeed. 
The annual interest charges payable by the rent-paying cultivators 
amount to about six crores of rupees, being nearly double the total 
land revenue demand of the province. Now no industry can 
prosper if it has to pay such a high rate of interest for the capital 
it needs. It is to remedy this that Co-operation is needed, 

293 



A. C. SEN Gl^TA 


The suceeHs of the movement must depend on the ability ol 
members to realise their responsibility as members aei^epting un- 
limited liability, and on their exercising mutual (dieck in their 
own interest. This is principally a matter of education. With 
education will come that mutual che(‘k and super vision from among 
the members themselves, without whi(*h co-operation, in the semse 
in which it is understood in the West, cannot come. But (iovern- 
meiit and those non-offi(*ial workers who have given their time and 
energy for the (*ause, have rightly realised that if they were to 
wait for this education to spread, before registering any society, 
they would perhaps never be able to register one. The best 
education is provided in the school of practice. It is necessary 
to adopt theories and principles to the actual circumstances of the 
people. The idea in this provin(‘e has been, to give the people, 
some of the beiiefits of (\>operation and gradually to edmtate them 
and train t1)eni to realise their res])onsil)ilities, so that mutual 
che(*k and supervision may c<une from within. The aim of co- 
operation is Tio doubt self-help but before ])eople are educated to 
be able to help themselves, they may be helped by outside agencies. 
This f)utside agency may be governmental or non-official or partly 
one and i)urtly the other. If the check does not come from the 
body of members of each society it has to come from outside. It 
may be honorary non-official workers or men emjdoyed by (iovern- 
ment for the purpose. But we must realise that from the point 
of view of true fo-operation, both are foreign agencies, both <*ome 
from outside the body of liorrowers and though they may be 
tolerated for some time, they must be eliminated in the end. 

The question naturally arises, wliat should thivS agency beP 
In these Provinces this agency has been largely non-offi(‘,ial. We 
must briefly take note of the progress made <hiring the last quarter 
of a century and judge if we can leave the work of education and 
supervision in the hands of non-official honorary workers. 

As has been shown in page 447 of ihe Agricultural (Jommission 
Reportyonly 2-3 pet. cent of the families in rural areas have been 
touched by the On-operative Credit Movement; the C. P. Banking 
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Enquiry Committee has estimated that less than 3 per cent of the 
total debts of cultivators have been secured from (Jo-operative 
Banks. From tlie point of view {)f quantiiy this is not much to boast 
of. Nor is the quality of work very satisfa<‘tory. An idea of the 
quality can be fj^ot from the following table : 

No. of Societies that 

No. of Societies in did not take any loan 

Years. 0. P. and Berar. from the Central Banks 

1923- 24 4263 2738 

1924- 25 4142 2453 

1926-26 4071 1918 

1926-27 3966 1820 

These figures have been collec ted from the annual reports on the 
working of (^o-operative Societies. It is apparent that a large 
proportion of the societies is only so in name. This view is borne 
out by the following passages taken from the annual reports. 

“ About oue-third of the total number of societies in the 
(\mtral Provin(*es exist merely for the repayment of old debts and 
have practically ceased to be financed by the Co-operative 
Movement.’’ (Reports for 1923-24 and 1924-25). 

In Balaghat and Hoshangahad Banks out of 211 and 12^3 
societies only 10 and 15 resx)ectively were advanced loans during 
the year.” (1924-25). 

One of the principal objects of ('o-operation is to teach thrift 
to members. The (’. P. Banking Enquiry Committee have found 
that members of Co-operative Societies are more heavily indebted 
than non-members. Thus this object of the movement does not 
seem to have l)een achieved. In this connection I may say a few 
words about the practice of making a member of a society contribute 
Rs. 5 for every Es. 50 borrowed towards the share capital of the 
bank up to a maximum of Rs. 100. It is not a sound business 
pTopoeition to l^oyrow money at 10 or 12 per cent interest and invest 
it in a way that it may fetch at the most G per (^ent as dividend. 
This haft been described by its supporters as compulsory saving. 
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It is a curious conception of tlirift and saving. We £bid in 
page 35 of the King Committee’s Report reference is made to 
“ the gradual increase of share capital by the thrift of societies 
and their members enforced as it is by the compulsory purchase 
of shares in central banhs.'' Saving can only be made out of one’s 
income by the exercise of thrift. To teach the members to borrow 
more than they require in order that they may invest a part of it 
at a loss, is to give them a very bad lesson. 

It may, however, by considered important from the point of 
view of Co-operation, that the borrowers should have a say in the 
management of Central Banks; this they can only do through the 
rural directors whom they send on the directorate of the central 
banks. This sounds quite plausible and would be quite correct if 
our cultivators were as wide awake as they are in Europe. But 
when members are not able to manage their own societies well, it 
is difficult to see how they can have an eifective and useful voice 
in the management of ceiltral banks. In practice some of the 
bigger borrowers, have become rural directors and some of them 
have secured for themselves “ disproportionately high loans ” and 
frequent postponement and renewals, although, in the words of 
the Registrar they are themselves defaulters of the worst type 
in respect of their own loan transjictions with their societies.” 

Mr. 11. H. Pande, a member of Ganoja Society, Gfficiating 
Secretary, Central Bank, Amraoti, pays an annual instalment of 
Rs. 300. 

Principal 25 ") It will take two or three generations 

Interest 275 } to pay of!* the debt. 

It is not my intention to minimise the achievements of the 
movement but in the best interest of the movement it will be 
unwise to shut our eyes to the defects. The explanation of the 
present position can be found in the following: 

(1) Formation and registration of societies without trying to 
explain to members what they were in for. It is said that not 
only did not organisers emphasise and explain the importance of 
joint liability but in order to induce them to form a society, the 
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members were told that joint liability would not be enforced. 
In page 514, Volume III, of the Eeport of the C. P. Banking 
Enquiry Committee we find Khan Saheb K. E. J. Sanjana, Deputy 
Commissioner, Bhandara, vsaying, Our idea was to form societies 
and I myself and Pai Salieb Niithmal formed fourteen socieiies in 
one evening in Raipur districl. This was done more or less under 
the direction of (Toverninent.” Again, “ We have been weeding 
out bad societies and memlicu's of such societies have not derived 
any benefit from these societies. Tiiere were about ninety societies 
formed (in Bhandara) of which thirty are at present under 
liquidation.’^ 

No wonder, therefore, the people at first joined the movement 
and regarded it as ‘‘ Naram Sahukari ” and they became fully 
disillusioned when joint liability was enforced and some members 
suffered for the debts of other members. Thus the C. P. Banking 
Enquiry Committee record that at Baiji in Drug district when the 
cultivators w^ere asked as to their needs, one man stood up and 
said, Our cattle often die of cattle epidemics and this puts us 
to loss. We sometimes suffer from attacks of cholera and small- 
pov. Sometimes our crops fail owing to the failure of the 
monsoon. These are all misfortunes which come to us from heaven 
and they depend on the displeasure of our Great Master. These 
we can endure as best w-e (an. We do not ask you gentlemen to 
do anything for us. You may do anything which you think good: 
but we pray you in your kindness, not to bring any Government 
irrigation (^anal here, nor to open any Co-operative Credit Banks. 
These are misfortunes w^bich we should uot be able to bear. Any 
other misfortune w’e can tolerate but tliis.’^ There is no doubt 
that in the beginning Government officials were as much responvsible 
for this mistake as non-official workers. As Khan Raheh Saniana 
said, ** in those days the idea w-as to spread the movement as 
quickly as possible. But in the King Committ‘^e^s Report we 
find that even as late as February 1920 at a joint meeting of the 
managing directors of the Provincial Bank and the members of 
the Executive Council of the Governor of the Federation, it w^as 
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resolved that The Governor of the I'ederation should request 
the Begistrar to register new societies liberally so that the Co- 
t)perative banks, may find adequate scope far investment of funds 
in their hands and thus may have no occasion to refuse to accept 
deposits/' It is apparent that while the Begistrar had found out 
the mistake of forming societies as they were formed, the non- 
official workers were still absolutely ignorant about it. The fact 
that the permanent Begistrar had realized his mistake is seen from 
the fact that before he pro(‘eeded on leave he strongly advised 
that consolidation and not expansion should be the policy for some 
time to come (page dl of King Committee’s Beport). To the non- 
official world what seemed important was that deposits must not 
be refused; the banks must find s<*ope for investment of their funds 
and for this purpose societies must be liberally formed. The 
societies instead of being an end were a means. 

(2) Failure to realise that societies are the real centres of co- 
operation and central banks are hut financing agencies. In the 
Appendix to the Beport. of the Boyal (Commission on Agriculture, 
(‘ontainiug prefaces to tlie provijicial volumes of evidence (pp. 214 
and 215) we find the following significant view in support of this 
( ontention : The Central Banks gathered to themselves too much 
j)ower and the village societies declined to the state of mere 
agencies, la<hing that vigorous individuality which is born of 
responsibility.’^ 

Unfortunately, however, the financial i)ro8perity of the 
provincial and central banks had distracted attention for too long 
from the internal workings of the village societies. Amongst these 
latter, sufficient teaching in the principles and objects of co- 
operation had not been given to members; the principle that the 
whole movement exists for the benefit of members of the primary 
societies was not that dominating factor in central bank policy 
which it ought to have been.” 

(3) The failure to recognize that as mutual check and super- 
vision from among members of the societies were not forthcoming 
the suQcess of the movement must depend on these being suppli^ 
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from outside. The lixation of credit liiuit was entrusted to society 
mohanurH — a class of low paid employees who neither had the 
necessary ability to do it properly nor could they be expected io 
possess the necessary character io resist the temptation of fixing 
the limit high for a consideration. This duty has now been 
entrusted to group otH<*ers about whom the Begistrar of (.-o- 
opt'rative Societies said in his Report for 1927-28, “ No pains have 
been spared to train them to discliarge their duties properly, hut 
the low educational (jualifications of some of tliem have proved a 
serious obstacle, vvhicdi can t)nly le lemoved bv the recruitment 
of a better type of person.” Tlie Begistrar also complained of too 
many societies being put under one group officer — tocv many for him 
to be able to discliarge his duties jcroperly. 

(4) Laxit\ in the matter of recovery has heli)ed to accumulate 
debts beyond the paying capacity of the borrower. That (‘entral 
banks have not always l)een strict in recovery is admitted on all 
hands. This will be apparent from the following figures for 
renewals and overdoes collected from the annual reports on the 
working of the Co-operative Societies. 


Y ottrs. 

'rotal arroara, (rt‘newals 
and overdufs). 

Potul workiiiK 
(‘apital. 

1922-2;} 

Rs. (i:{,59,9<i2 

Rs. 1,27,(52,195 

192a-24 

„ 00,58,74(1 

„ 1,21,13,118 

1924-20 

49,70,805 

„ l,35,:i9,518 

1925-2(i 

,, 0(5,09,107 

„ 1,55,90,729 

l{r2t5-27 

„ (>;i,C‘8,854 

,, 1,58,71,045 

1927-28 

,, i5,()4,148 

„ 1,(52,09,469 

1928-29 

„ 63,26,383 

„ 1,62,46,777 


Laxity in recovery is only apparent kindness but it is just the 

reverse in fact; as the debt accumulates beyond the paying 
opacity of the IxiiTowers and ruins the members of the society in 
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tlie end. This laxity is to some extent at least due to the fact 
that central banks are sure of ultimate recovery, for, the loans are 
secured by the joint and several unlimited liability of members. 
Thus unlimited liability of members, which, in the absence of 
proper education, has failed to bring forth mutual check and 
supervision by members, has reduced the risk of central banks and 
led to carelessness in fixation of credit limit and slackness in 
recovery on the part of these banks. In the annual report on the 
working of Co-operative Societies for 195J6-27 we read, The 
financial policy of the llerar banks requires revision. Hitherto, 
they have been advancing loans to societies more on the basis of 
their assets than their annual income.’^ Again, “ Some of the 
Banks in Berar exhibit laxity in recoveries. This is due partly 
to the feeling that owmg to thr fravsfrmble rights enjoyed hy 
ryots in Bernr, the advances are safe and partly to the failure to 
realise that punctuality in repayment is the basic tenet of Co- 
operation.’’ This shows that ultimately the debts (^an only be 
recovered by selling up the members. This is the method of 
moneylenders and sliould be repulsive to all co-operators, though 
this may be good business for central banks. It should be the 
business of the movement to see that such a contingency may never 
arise. But this is what is liapijening in some [ arts of Berar and 
thousands of acres of land are coming into the hands of Central 
Banks. 

In this (‘onnection I may cite the <*a8e of Karanja Ramjanpur 
(Akola). In Volume 11, pages 80 and 81 of the C. P. Banking 
Enquiry Committee’s Report we read, “ In (considering debts we 
must make mention of the difficulty in which the Co-operative 
Central Bank at Akola has been landed by financing some people 
of this village. A Co-operative Society was started in this village 
In 1913 with eleven members. In course of time the membership 
rose to twenty-two. It is now sixteen. The landed estate owned 
by the present members in this village is 920 acres assessed at 
Rs. 2,128 and in tdie boom years no attempt at recovery was modfe. 
Pricea fell with the result that on June 30, 1928, the debt hcid 
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increased to Rs. 78,000. The Central Bank has taken over the 
land and is cultivating it and will do so until the whole debt is 
paid off. The Report says, “ The borrowers expect to get back 
their land at the end of fifteen to twenty years. But whether the 
profits of the land Avill be such as to satisfy this debt with 0000 
annual interest within that time, is very doubtful. 

(5) The failure to recognise that a proper sense of responsioi- 
lity can only develop in members of societies and mutual check 
and supervision can only be forthcouiing from them, if societies 
are formed with members of more or less the same economic and 
intellectual status. Human nature is what it is and we must 
expect that the strong will always try to take advantage of the 
weak. This has taken two forms, viz. — ^i) in some cases the 
richer members have borrowed money from their society at 12 
per cent and lent it out at a higher rate. In page G of the Report 
of the Indian Central Cotton Committee on ‘ finance and Market- 
ing of Cotton in Berar ’ we find an instance, ‘‘It is noteworthy 
that during the village enquiries at Gaigaon, a village in Akola 
section, it was found out that certain landowners had been borrow- 
ing considerable sums from Co-operative Credit Societies at 12 per 
cent and at the same time were advancing varying amounts to 
small cultivators at 24 per cent. That such action is possible 
denotes a want of safeguards by the Co-operative Credit Societies 
in their financing transactions.’’ (ii) The big members have taken 
too large a proportion of total loans and have generally been able 
to secure postponements of recovery and renewals. It is not 
without justification, therefore, that it is said that many of the Co- 
operative Credit Societies of Berar consist of one spider and nine 
flies. The flies have not been able to check the spider. The result 
is that in Berar a large proportion of debts is concentrated in a 
few big borrowers. Thus we find in the annual report for 1924-26 .* 
“ In many banks in Berar, a few members of Societies owe a large 
portion of total loans, e.g., in one bank, out of Rs. 4,43,043 
advanced to 828 members of societies, no less than Rs. 2,23,028 
were loaned out to 12 members/’ That is more than 50 per cent 
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of tlie loans v\ere advanced to less than 2 per cent of the borrowers^ 
In the Eeport for 1925-26 we find, In Hoshangabad and Piparia 
also large loans have been absorbed by prominent individual 
members, some of whom are influential directors of the Bank/’ 
In the Report for 1927-28 the Registrar writes, ‘‘ The concentra- 
tion of loans in the hands of a few members is a very unsatisfactory 
feature in Berar and about 22 per cent of members owe about 
sixty-five lakhs of rupees, the remaining owing twenty-four lakhs/’ 
The Registrar concludes that the constitution of societies in 
Berar appears to be fundamentally unsound in that the majority 
of them consist of a few big members and a large number of small 
cultivators. 

^6) Sufficient attention has not been paid to education of 
members of societies in Co-operative prin(‘i])les. The Committee of 
the Federation Congress of February 1925, pointed out that the 
vital matter of edu(*ation aild supervision of societies had been 
much neglected in the i)a8t and the failure to educate members 
of societies in the salient principles and practice of Co-operation, 
is, in our opinion, a fatstor which lias contributed greatly to the 
present deteriorated (*ondition of the movement/’ The Committee 
recognised that the directors of Central banks were busy professional 
men and could not spare the time for this work. Central banks 
should be a purely financing agency and the task of supervision 
and education should be entrusted to an independent agency. The 
(kjmmittee endorsed tbe Registrar’s scheme of relieving Govern- 
ment auditorvs of the duty of auditing primary societies and releas- 
ing them for the duties of reorganization and education. The 
Registrar observed in his annual report for 1927-28 that The 
Education Committee in Berar .... have not much work to 
their credit except the holding of rallies. The members of the 
Committee did not visit the societies in their charge except in the 
Amraoti bank/’ 

The Eeport of the Committee appointed by the C. P. and 
Berar Co-operative Federation Congress, 1928, for drawing up a 
detailed ic*heme for the better education and supervision of primary 
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Co-operative Societies, sul?^‘ers trom the tact that it starts with the 
supposition that non -official (‘outrol must continue and therefore 
a large part of the addiiicuial expense must be forthcoming from 
the movement itself, the (jovernmeut being asked to make a small 
contribution. This in spite oi the fa< t that the tenth Couterence 
of llegistrars alter (-oiivsidering the recommendatious of the Itoyal 
Commission on Agricnilture, resolved that wherever necessary 
Uovernmeut should make su}>stantial contributions towards the cost 
of edmaition and supervision. The committee, of course, realised 
that Goveruiueiit could not be expected to contribute large sums 
without getting a really (dfective control t»f the movement. The 
Cominittet* recognised that the honorary workers have not miuffi 
time to go to villages and test the Held work ol the stall,” yet they 
reecmiinended that “ the staif of gronx) officers will work under the 
i nniK^d idiv sifpr/ri.siff/i of the liO(‘.al C\)mmittee.'’ The Local 
Comm it tee would consist of six memliers of whom all but one, viz., 
the ( il(»veriauent circle auditor uould he honorary workers. This 
is indeed a suiprising remedy after the Committee’s recognition of 
tlie fact that tlie honorary workers have not much time to go to 
villages and test tlie field work ol the stah.” The Committee, 
however, oxniied that ” The JamhI (’ommittee will no doubt take 
full advantage of the services ol the Circle Auditor ” for education 
and suxjervision. if it is intended that the Ciovernment Circle 
Auditors should undertake these duties, that fact should be })laiiily 
stated, so that the number of such men as would be recxuired to 
do the work loight he estimated. 

(7) Too much has been expected from honorary workers. They 
are men who have to earn their own living and look after their 
own business. They (‘anno! sx)are tlie time ueeessai'y to perform 
the tasks of siiiiervision and education witliout which the movement 
cannot possibly succeed. The Eoyal Commission on xigrieulture 
in India rightly said, To the failure to recognise the limitations 
inherent in the system of utilising honorary workers must be 
largely attributed the very serious defects in the movement, which 
have been brought to our notice. Again, it must be recognised 
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that honorary N\orkers l annot he expected to exercise that regular 
supervinioii whi(*h is essential to the success of the movement/' 
(P. 4^)1.) 

Each if we oeglec*! for the time being the fact that honorary 
workers (aiinot ahord the time, we are fjiced with another difficulty, 
that is, the dearth of honorary workers. Nor is there anything to 
wonder at that. The struggle for existence is be(*oming harder 
every day and members of tlie legal profession and others wdll find 
it more and more ditficult to spare time to carry on the work 
as it should he carried ou. Is it desirable that a movement that 
has been described as the best liope of rural India should depend 
on the uncertain supply of honorary workers and their spasmodic 
efforts? Already the want of honorary workers is being felt and 
wo read in the King (Wnnittee’s Ileport, ‘‘ Unfortunately we 
notice that the present workers are almost confined to the pioneers 
who started the l)anks and they themselves state that Ihey are 
unable to recruit mwv workers and that ihey do not see where their 
immediate successors in oHyo will be found (p. 29), And in 
the rejiort on ihe working of the ('o-o])erative Societies 
ill (h P. and Jferar for 1927-28, the Registrar complains 
that 

“ The number oj so(‘ieties faffiliatedi to the Pusad Central 
Rank) has not risen, as the bank is not in a position to maintain 
any staff and honorary workers aie not forthcoming.^’ Again, 
Ihe Sehora Central Bank suffers from a la(‘k of honorary workers 
and the staff in that bank standvs in need of far greater sujiervision 
tlian has been forthcoming.” 

In some places the movement suffers on account of differences 
among Brahmin and iion-Brahmin honorary workers* Co-operation 
the best hope of rural India ” cannot be allow^ed to become the 
battlefield of Brahmins and Non-Brahmins, 


Some honorary workers are often guided by a false sense of 
kindness in dealing with their dishonest employees. Even 
the charge is proved to the hilt, they are unwilling to prosee^J 
them and ate content with a mere dismissal. This cannot 
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for efficiency and parity of service especially when such people 
have to deal with poor ignorant villagers. 

Running the nioveiuent with honorary workers has another 
defect. Mistakes hy honorary workers must of necessity be looked 
at with indulgence and condoned. The crisis of 1920 js an 
example. There is one argtiaient in favour of honorary work, an 
argument which is likely to carry weight at this moment, viz., 
that it is cheap. Jiui cJieapness cannot be judged only by a 
consideration of the sum (d‘ money spent. We must consider this 
in relation to the result obtained, [f (be desired result bas not 
been aehieved, tlte agency cannot be call(‘d economical. 1 do not 
think anybody will suggest that the desired result has heen obtained 
or is in sight. 

(bie niusl, theiefore, agree with the lecomniendnt ion of <he 
Royal (kmimission on Agriculture in India “ that every effort 
should be made to build n]j a highly educated aiid \s ell-t rallied 
staff in all provinces, “Its chief duty is to ediuaite membei.-v uj) 
to the ])oint at which they will be competent themselves to under- 
take its duties and so to dispense w ith its services.” Again, “ < bu 
recommendation in favour of an exjiert staff to (uliu'ate the ])eople 
in Co-operative principles is already in fori'e in one province and 
has been accepted in another, wliilst the evidem'e inmi three more 
at least sIiowhuT that the need for such a staff was keenly 
appreciated.^^ 

The question now arises who sliould employ and control the 
staff. To get the riglit type oi men, to do the work well, it will be 
necessary to pay them adequately, select them wisely and give 
them an assurance .of continued employment in case they jierform 
their duties honestly and efficiently. Employment hy (Toverument 
is likely to satisfy these <‘oudition8 better than that by any private 
or semi-public body. There should be a whole-time Registrar, who 
need not be a member of any particular service. Anyl)ody may \ye 
appointed who can do the work. Having got the right man, it 
should be made worth his while to stay on. An l.(bS, Registrar 
is undesirable from this point of view. He cannot be expected to 
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sacrifice his <;areer aiui prospects for the movement. Frequent 
(‘hangeti of Hegistiars (*annot make for efficient running of the 
department. 

(Organisation of t\)-operative servic^es under Government on a 
much larger scale than is at present the case, as has been done in 
the Punjab and re(*ommended by the Eoyal Commission on Agri- 
(uilture, musi, of course, involve (iovernment in additional ex- 
]iendi(ure. This is liardly the time to press for it. But the 
present depression is only a passing phase and in the meantime 
let us fully realise that Co-operation is the best hope of rural India, 
that at present it is not what it should l)e and that honorary work 
(‘uiiuot lead us to the promised land. We must not forget that the 
major part of the wealth of the province is produced in rural 
areas and tbat agri('ultiire is the greatest industry of the province. 
High rate of interest is u stumbling block in the way of agri- 
(‘ultural improvements and progress. The (uiltivator is paying for 
the running of the macliine of Government and Government in its 
turn must help the cultivator to improve his economic position. 



THE PRESENT POSITION OF RURAL CREDIT AND 
COOPERATION IN THE UNITED PE^>VINCES 

BY 

S. A. Husain, 

Lccftivci' in Economics, I At ch now I ^ ni varsity . 

Int::oductory. 

It is a matter fur gralifit ation that Iiuliau rural prohleius are 
at last getting the atteutioii they deserve. That India is essentially 
rural is not denied hy any one. Tlie problems of rural backward- 
ness, rural indebtedness and educational poverty have got to be 
faced and ovei'come. The first one cannot be said to be the result 
of any one factor only. It is a (‘omplex problem and covers the 
latter ones as well. The most important contributory cause is the 
curse of perpetual indebtedness. Lidia's salvation lies in her rural 
community. But, where do we find a rural (immunity? Kural 
population exists but that is altogether a different thing. The 
word community ’’ implies an assu(*iation of people having 
common interests and common possessions, bound together by laws 
and regulations which express these common interests and ideals 
and define the relation of the individual to the (‘ommiuiity. Dur 
.rural population is no more closely conneided, for the most pait, 
than the shifting sands on the seashore. 

Self-help throng mutual-help. 

The peasant leads an almost entirely individualistic life. 
Everybody pursues his own occupation without regard to the 
ocfcupation of his neighbours. They are heavily indebted and 
completely in the clutches of the moneylender. The debt is passed 
on from father to son with scarcely any hope of redeeming it. 
-Jhis crushing burden embitters the life of suc^cessive generations. 

807 
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It iB no wonder ihat the ryot renigiis himself ix> his Idsmet and 
adopts no effective measiires to improve upon this state of affairs. 

It w^as wdth an idea of remedying these evils that organised 
effoiis were started in this (oimtry towards the latter part of the 
last (century. Sir William Wedderlmrn’s scheme to establish Land 
Hanks having keen turned down by tlie Secretary of State for 
India, everyoiK' looked to‘ (.'O-operutiou to usher in an era of 
prosperity. The ^^orb^s experience had proved that the [)rinciples 
of tlie movement (‘ould he universally a})piied. In India, the 
honour goes to the Madras Presidency of having taken an official 
lead in the (’ooperative field. The exhaustive enquiry of Sir 
Frederick Nicholson and his report mark a distinct step in the 
eionomic history of this country. At the hume time another 
pioneer was also carrying out his research(‘s in the same field. 
Mr. Duperiiex, a Civilian of the V.P.» had conducted an enquiry 
at the instance of his government. The l)Ook, the People ^ h Bnnks 
for Aorfhrrn huJia, emhod>ing the results of his lahours attracted 
a great deal of attention. We have it on the authority of the late 
Mr. Panehanandas Mukherjee that “ from this time onwards 
ilr. Henry Wolff', the recognised Cooperative leader in Great 
Hiitain, began to evince the keenest interest in the development 
of the cooperative movement in Iiidia.” Again, “ The government 
and government <iffi('ials (‘oiitiiiued to take greater interest in the 
movement. In the Hindu caste system, in the Moslem sentiment 
of common brotherhood and ‘ one tor all,’ in the Panchoyaf system 
and particularly in the Nidhis of Southern India, they found ample 
evidence of the peojde’s natural aptitude for cooperation.” For 
a number of years good fortune seemed to smile on the scheme. 
A(*ts of legislature, i-ouimittees of enquiries and government 
resolutions followed each other in pretty quick succession. The 
progress, too, was gratifying. Better husinesvs, better farming and 
better living served as the motto. But, after some tdme, the 
efforts seemed to slacken and enthusiasm died down. Becently, 
the has not been encouraging enough. The earlieir 

mkeioiiary spirit is lacking and it is time to take stock of tl^J 
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present position and concentrate all the capital and all tlie effort 
we can command on the deA’eloxmient of the movement. Self-help 
is to be the watchword, hut if self-help is to be effective it must 
be luiseltisli. It must be self-help through mutual help. 

The present position of rural credit. 

The j)re,sent position of nnal credit in the United rrovin(‘es — 

I am not treaiinj? ii from the all-India standpoint, thal being* loo 
wide a field — is very de])loralde. Moneylenders still exploit the 
j)easan1s 1o the utmost, gerierally charging* very liigh rates of 
interest, in spite of the Usurious Ijoans Act, which, the Agri- 
c'ultural (\)mmission has stated, is “ a dead letter in every 
provinee.” “ Usury is notliing* new and is not ]>eetiliar to India. 
It has existed in all the nations and at all times. It has always 
been denounced hut never annihilated.’’ Uredit is very necessary 
for all kinds of undertakings. It is as ne<*essary for agricailture 
as for business, and, hence debt is iinavoidal)le. There is no 
ground for (*om plaint so long as the agri(*ultural debt is productive 
and the rates aie not usuricuis. When these (*onditions fail to he 
satisfied, it is time to set things right. 

Money is provided to the villagers by (//) Maliajans, (/>) iiauias 
and persons of smaller means, belonging to other professions, even 
sometimes ijicluding tenants, who having money to spare and find- 
ing the business very lucrative, start money-lending, (c) Zamin- 
dars, and (cl) the peripatetic moneylenders, e.g., Kastogis; and 
Pathaxis from the Frontier Province, wrongly called Kabulis, e1(’. 
(n) and (h) The Mahajan, nearly without exception, is a trader 
as well. He is by far the most important moneylender in the 
rural areas, employing quite large amounts of money in the 
lending business. The position of the mahajaus and bauias, etc., 
is more or less the same. They charge high and more often than 
not usurious rates of interest. Being traders themselves, they 
Itenerally exercise a first lien on the produce of the debtor. The 
li0si qtiality is taken away by them the price of second and even 
Ihiyd class produce. Moreover, they expect from the ryot so many 
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things free of charge every season — ^presents and gifts. Sometimes, 
the eiseditors ask the peasants to put in hegaar (forced labour) for 
them. In case of refusal to comply with any of the above- 
mentioned requests, the threat to ask for the repayment of the 
principal together with the accumulated interest is always hanging 
like Damoclo’s sword over the head of the unfortunate debtors. 
And, the only alternative to the default in repayment is summons 
to ihe civil court, which in itself is enough to s(*are a villager out 
of his Avits. (c) To a certain extent, zamindars also start lending 
money. Such creditors are most powerful, and all the more vso if 
they combine the functions of a businessman as well, {d) The 
fourth class of (‘leditors is not very <*oinnion. They go round the 
villages from season to season advancing loans or selling cloth 
on credit, and charging usurious rates of interest. The threat of 
the Eastogi in (mse of default is summons and ultimately distress 
warrant and even debtors’ prison; while that of the Pathan is 
force and coercion through his dfmda (cudgel). The pu^)lic 
opinion in general and the village opinion in particular do not 
att'e(*t these (‘reditors. They do not care for anything except their 
money. b\)rtunately, the number of such moneylenders is not 
large. 

Total agricultural indebtedness in the U.P. . 

The U.P. Banking Enquiry (’ommittee have calculated the 
total Agricultural indebtedness of the province in tlie following 
manner : 

Deirnption of drht and mea Kxtimated debt in Ih. 

1, Tenants and peasant proprietors, Dehra Dnn 29,33,000 

2, Kumann Division, hill tracts ... ... 42,83,0(Kt 

8. Kumann Division, Tarai and Bhabhar ... 42,78,000 


Total, Himala.va, West 


• ♦ ^ 


1,14,44,000 
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Description of debt and area Estimated debt in Ks. 

4. Sub-Himalaya, West ... ... 1,67,80,000 

6. Indo-Gaiigetie Plain, West .,. ... 11,23,75,000 

6. Indo-Gangetir Plain, Central ... ... 5,11,91,000 

7. Central India Plateau ... ... 1,77,00,000 

8. East Ratpuras ... ... ... 37,83,000 

9. Sub-Himalaya, East ... ... ... 2,71,68,000 

10. Indo-Gauifetic Plain, East ... ... 7,16,54,000 

Total, Tenants and peasant proprietors ... 31,09,94,000 

11. Landlords (excludinfi^ mortgage debts) ..., 19,20,60,000 

12. Mortgage Debt ... ... ... 70,00,00,000 

Grand Total Rs. ... 1,20,30,54,000 

To this sum, however, they add a figure amounting to 
Bs. 3,61,64,000 on account of (i) the indebtedness of farm servants 
and field labourers, (ii) a considerable amount of unregistered 
usufrucitiary mortgages both of the ordinary type and of the type 
of sub-leases; and (iii) possible understatement of debt. The total 
thus amounting to Rs. 1,33,82,08,000 has been rotmded off to 124 
orores. Excluding the mortgage-debt, the debt amounts to 64 crores. 
Of this, some 20 per cent--eleven crores — ^represents advances in 
kind; the balance of forty-three crores is in cash. On the basis 
of the observed distribution between the various classes of money- 
lenders, a sum of Rs. 8,94 lakhs is the amount of debt outstanding 
tp the credit of government and the cooperative credit societies* 
Uhis leaves a sum of Rs, 39,06,00,000, which has been advance^ 
8 
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by the professional moneylenders, landlords and tenants, divisible 
betweem them as follows: 

Rs. 

Professioniil moiieylendevs ... ... 15,C2,00,()00 

Tenants ... ... ••. •. 17,3U,(K»,060 

Landlords ... ... C,08,00,(W)U 

Tlie amount of credif recpired, therefore, to finance agriculttiral 
debt, apart from advances in kind and advances made by govern- 
ment and ('ooperative credit societies is just over thirty-nine crores. 

Different sobemea. 

None of the indigenous agencies for dealing out credit in the 
rural areas proving satisfactory, some schemes for improvement 
have been juit into practice. Tt must be jxiinted out at the very 
outset that the desirable scheme ought to fulfil certain conditions: 

(i) The loan must ))e easily available and should be cheirp. 

(ii) At the same time, it must be hedged in by certain safeguards. 
Mere cheapness should not be the aim. What is wanted is reason- 
able credit from reasonable creditors. It must be controlled credit. 
Mr. Darling says, “ As a servant credit can turn sand into gold 
but as a master it will turn gold into sand.” (iii) Along w'ith 
lending, the cultivator must also be educated in self-help and 
providence, (iv) Not only indebtedness, but the causes of indebted- 
ness shotild also be tackled with. 

Different schemes have been tried by the government but they 
were found lacking in the above attributes. Taqavi loans advanced 
under the Land Improvement Loans Act of 1883 and the Agri- 
culturists Loans Act of 1884 have not been able to reduce indebted- 
ness. An act of legislature, to stop tbe mortgaging of land and its 
subsequent transfer to the maha.ian, on the lines of the Punjab 
Alienation of Land Act Of 1910 is at present under the consider- 
tiim of the F. P. Government and the Legislative Council. TJie 
Fsurions Tioans Act of 1918 already exists. These and 
sundry aota'vities can only supplement and »ot supplant some 
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compi-elieiiBive sclieine. Agricultuial Banks of the Egyptian type 
were suggested some years back by Sir Dinsiiaw Wucha, but, 
on account of peculiar conditions obtaining in India, that model 
was not expected to succeed. Side by side with these activities, it 
was decided to try Cooperation, which alone i.ould provide a 
comprehensive scheme covering all the possible aspects of rural 
indebtedness. “ Cooperation is a two-edged axe w’hich strikes at 
the same time at the dead abstractions of the socialistic state and 
at the sterility of individualism — that corrosion of energy, that 
dispersion of collective for<‘e in individual frailties,’’ says Komain 
Holland. 

The movement has l)een working in the United Provinces for 
the last ihirty yeais — the first official figures available being for 
1904-06. Still we find that the mahajan is not afraid of it. On 
the other hand, he has reached the conclusion that cooperation 
cannot be universally applied and that even the majority of the 
peasants cannot he financed by the credit societies. Usurious rates 
of interest are as common as they ever were. Out of 124 crores, 
the total agricultural indebtedness in the province, or fifty-four 
crores, excluding the mortgage-debt of seventy crores, a sum of 
about four crores is the amount debt, outstanding to the credit 
of government and the cooperative credit societies. This is a sad 
commentary on the cooperative activities. But, the movement has 
been more sinned against than it havS sinned. From its very 
inception, such large hopes have been built on it tbat the immensity 
of the task it has been set to has been completely lost sight of. 
It was certainly unfaii* to expect the iiulebl/edness of generations 
to be wiped off in one year. After some time the public opinion came 
to believe that it was no doubt doing s(»me good though the benefit 
was falling short of the general expectations. But, now it seems 
th«^t it has not yet even touched the fringe of the problem. Moxe- 
OW, when 64 per (*ent among tenants and peasant proprietors are 
said to be indebted, and when only 39 per <*eiit of agricultural 
debt is productive, the rest being either unavoidable or directly 
the problem cannot brook any delay. 
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The followijifjf figures from tKe TJ. P, Ceasus Iteport, 1931 ^ 
are interesting as well as instructive. They refer to British 
territory only. 


Date of Census. 

1 

Population. 

Inter-censal Percentage of | 
Variation. j 

Density. 

1931 

1981 

45,874,989 i 

48,408.768 ) 


427 

i 

466 


The fact should not he tofg(»(teii that over 76 per cent ot the 
population depends on agriculture for a living. 

The following table shows the progress of the cooperative 
movement in the United Provinces of Agra and Otidh. 


y ear. 

Total No. 
of 

Societies. 

Total No. of 
Membership 
of Primary 
Societies. 

Total working 
Capital of 
Sooieties. 

Total owned 
‘Capital of 
Societies. 

! 



Hb. 

Bs. 

1904-06 

159 

12.215 

62.094 

j 

1910-11 

1.256 

68,085 

49.60,339 

7,68,189 

1920-21 

4,498 

1,10,680 

1,39,61,661 

46,04,640 . 

1920-81 

5,010 

1,18,441 

1,04,65,867 

50,60,316 

2 

260 

6.117 

11,308 

4.^ 

3 

291 

38,178 

1 26,47,406 

18,00,048 

i931-82 I** 

5,046 ' 

1,08,374 

1,01,66.049 

6336,107 

2 

872 

* 8,902 

39,160 

7397 

8 

801 

99,983 

89,86,387 

14,96.498 


The figures show that the progress has not been appreciable and 
there is much it)oin for expansion. It has to be pointed out hei'e 
that during the last six or seven years, the finances of the province 
have been far from enviable on account of scarcity and droughti 
excessive yains and fioods, or the world low prices* 

I ' ^ 

*1. Aj^ieultaraJ Agriottltorsl iicsi*CredUt/ S. ' 
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Defects In the Mcfement. 

A number of defects exist in the cooperative movement which 
have been responsible for the chaos ami the comparatively poor 
success. 

(1) Organisation arid Supervision , — The work of organisa- 

tion and supervision is not performed in the right 
spirit. There is inadequate supervision and defective 
cooperative education. This has led to corruption and 
enibezxleinenl in many cases, ending in liquidation 
proi'-eedings being started against some of the societies. 
Many instances have been found where pressure has 
been brought to bear upon the peasants by the 
honorary organisers to become members of an existing 
society or to form a new one. A title sometimes or 
favour with the district authorities has generally 
been the only consideration. The paid organisers and 
supervisors have either been too alow and shown lack 
of interest, or in their zeal have committed the same 
mistake as the honorary workers. It is a matter for 
gratification that, subsequent to the recommendation 
of the XJ. P. C-ooperative Committee, 1925, proper 
training is being given to them now. The U. P. 
Cooperative Union under which their services have 
been placed is exercising strict control and vigilance. 

(2) Members and Punches , — The members and pafK'lio/gats 

are culpable to a very great extent. For too little 
attention is paid to the careful selection of honest 
members. The former do xiot know what is expected 
from them. Nearly 96 per (‘.ent of them are ignorant 
of the three B^s, But illiteracy can be merely an 
obstacle and not a cause of failure. They never care 
to pay back the loans punctually, though they are 
honest all right. Elementary principles of coopera- 
tion are not practised, . If the loan is misspent nobody 
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cares. Thrift is not appreciated as is evident Irons 
the poor and few deposits. In the agricultural 
primary credit societies, the outstandings towards the 
close of the year 1931-32 amounted to Es. 78*39 lakhs, 
out of which no less than Es. 55*48 lakhs were in 
arrears. The overdues inclusive of postponements 
amounted very nearly to Es. fifty-eight lakhs. The 
punches, too, are generally illiterate persons. But 
they are very well up in partisan spirit and nepotism. 
Many a time it has been noticed that they come to a 
mutual understanding to the efi'ect that loans should 
be sanctioned for their own partisans only, leaving 
the rest of the members uncared and unprovided for. 
Moreover, general apathy towards the working of the 
societies, owing to their lack of education and an 
absence of higher ideals, is common to all members 
and punches alike. Very often the sa'i*panch 
(Chairman) or the Secretary even, becomes supreme 
and assumes dictatorial powers. As a matter of fact, 
the latter should have no voice in the management. It 
is a hopeful sign that group secretaries are fast being 
replaced by member secretaxies. Then, there is the 
objectionable practice of making book-adjustments 
and taking benarni loans. 

Delay in Advutwiny Loa/ns , — “ One cause of the un- 
popularity of cooperative credit societies undoubtedly 
is the inordinate delay that takes place in tlxe 
advancing of loans, the result of many formalities/’ 
says the U. P. Banking Enquiry Committee. Members 
have to wait for w’eeks before they can get funds for 
agricultural operations, and, as such operations must 
be proceeded with, resort to the moneylender is not 
tthoommoxi. Further, as this delay on their part is 
mostly due to their inability to get funds from tht 
Central Banks, the evil custom of making eacaggerated? 
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deinands for loans lias g-rown among the (jooiienitive 
societies. 

(4) iMTiiJ Moriffage Barils. — The (‘omidete absence of Tj^and 

Mortgage Banks in the proviio'e, with the solitary 
ex<*epiion of one soriety in the (Jhazipnr district 
registered at tlie end ot 1029-d0, reveals yet another 
defect in the (‘ooperat ive strnctiire. Not finding any 
co(»perative agency tor lending fin the nnn’tgage of 
land, needy persons c‘annot help going to non- 
t‘ooperative lenders. Long-term loans are essential for 
])ermanent improvements in and additions to the 
existing holdings. And, the case tor Tiand Mori gage 
Societies becomes all the more important as <he 
primary societies do n(»t advam^e tor long terms. 

(5) Proriiinal ('ooperafive Jinvhs . — (hi ac(‘onnt of jiersistent 

pressure from prominent cooperators and Cooperative 
(inferences, it was hoped that the United Provinces 
also would have an Apex Itank in the near future. But, 
the Oakden (ioperative (immittee decided against it. 
Again the whole issue was raised in connection with 
the enquiries of the TJ. P. Banking Enquiry Committee 
which voted in favour of a Provincial Bank and 
prepared a tentative scheme for the same. The U. P. 
is the only province in India, exce]>ting the Frontier 
Province, of course, without such a Bank. 

(6) Goveri^inemt Respomihihty. — The government cannot 

escape their share of blame. When the movement 
was started and the Cooperative Credit Societies Act 
of 1904 passed, they studiously avoided identifying 
themselves openly with it, and maintained a non- 
-committal attitude with the result that the jirogress 
was not as fast and satisfactory as could be expected. 
The Act of 1912 saw the government taking courage 
und blessing the movement officially. The privileges 
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granted under the first Act were enlarged and 
increased. We find that in the Resolution 
No. 12-287-1, dated Simla, the ITth June, 1914, the 
(h)vemment of India laid down, that . as 

cooperative societies are no longer isolated experiments 
outside the sphere of district work, and as, beyond 
the material benefits which they offer, they represent 
an influence closely connected with the welfare of the 
people and powerful now and in the future, for good 
Of evil, the district ofiflcer cannot dissociate himself 
from the movement.’^ Since then the officials have 
been sympathising with the movement, but on 
ac(^ouni of poor financial aid given to the department 
of Cooperative Societies, lot of useful work remains 
undone. The movement is handicapped by insufficient 
government support and inadequacy and* insufficiency 
of staff. The Registrar TJ. P., in his Annual Report 
for 1930-31, says, ‘‘ There is a tendency in some 
quarters to say that too much money is being spent by 
government on the cooperative movement. I may, 
however, point out that if in the early stages 
adequate help and assistance had been given in the 
shape of a suitable staff, the movement would not 
have been in the deplorable condition found by the 
Oakden Committee. The staff is already overworked 
and to cut it down would only mean to repeat the 
mistake of the past years. We are passing through « 
such difficult times that the movement needs more 
and not less help than before.'* An era of expansion 
had followed the recommendations of the Oakden 
Committee. The staff was increased all round, 
though even then, the Cooperative department in the 
United Provinces was the weakest of all similar 
depinrtments in the other major provinces in this 
country. Since last year, the Registrarshi|) has beisii^ 
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combined with the Directorship of Industries as an 
economy measure. On the same ground, one Deputy 
Begistrarship, out of the two, is being held in 
abeyance. There are seven Assistant Registrars tor 
nine revenue divisions in the province. These figui'es 
speak for themselves. The subordinate staff also is 
employed on the same niggardly basis as the superior 
and gazetted oflieers- 

Thirther, the privileges granted under ihe two Cooperative 
Acts are i)roving insufficient. The (Cooperative 
Committee (U. P.) of 1925 and U. P. Banking 
Enquiry Committee recommended the conferring of 
some more. It is time those recommendations were 
given effect to by the i>rovincial government. And 
lastly, there is not full cooperation hetwreeu the 
cooperative department and landholders, and betw^een 
that and other government departments, like, Edu- 
cation, Industries, Agriculture and Public Health, 
and the District Boards too*. 

(7) Public Apathy , — Be the attitude ot the government what 
it may, the j)uhlic (*annot be absolved of their 
responsibility in the matter. In all the countries of 
the West, non-official efforts have mainly contributed 
to the siu'cess of the movement. Here we find that 
no one <;omes forward to help the movement in right 
earnest. Donations are never lieard of. Honorary 
workers are not attracted in numbers in this land. 
Even those who try to assist the cooperative institu- 
tions are generally too busy with other work to devote 
any considerable time to them. 

The future of the movement will depend on the extent to which 
these defects are remedied. It might not be out of place to say 
that a new system of government, and a new’^ machinery of economic 
F, 9 
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control liave (*omc into prominent'e on all Hides. Of many tkings 
cannot prophefiy, but one thing at least is quite certain that 
in the corning race for prosperity, a country which does not help 
itself forward by its own vigorous efforts will fall far behind. 
Indians, therefore, have an urgent duty to themselves and to their 
country in making serious efforts to tackle the problem of rural 
indebtedness in India. 



SOME ASPECTS OF THE POST-DIWANI LAND 
EEVENUE SYSTEM IN BENGAL AND BIHAR 


}\Y 

D. N. Banerjee, 

Reader in Politics, Dacca University, 

I 

The of this paj)er is to descTihe the land revenue system 

as it obtained in lleiif^al* and lliliar mainly between the acquisition 
of the Diwani by llie East India (Vmipany in ITOb and the appoint- 
ment by the (,’onipany, in 17fi9, of Supervisors ‘ with powers of 
superintending the native officers employed in (‘olleiding the revenue 
or administering justice, in ditferent parts of the country/^ The 
paper is practically leased upon the contem])orary Pro(*eedings of 
the Bengal Select Committee and the Fourth Report (published 
in 1773) of the Committee of Secrecy ‘ appointed by the House of 
Commons in the Sixth Session of the Thirteenth Parliament of 
Great Britain, to enquire into the state of the East India Company/ 


1 Excluding what are known as the Zemindary lands of Calcutta and the 
twenty ‘four Parganas, and the ceded districts of Burdwan, Midnapore and 
Chittagong. 


$ The Fifth Report, Bengal Presidency, 1812. 
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II 

The Hources of the revenue of the Company after the graut^ 
of the Diwani were^ — 

1. ‘ Eeiits of lands, 

2. Duties and Customs, 

r], I'anns of exeliisive privileges, and 
4. Fines and forfeitures.’ 

Kents derived from lands constituted in those days the pri»i(*ipal 
source of revenue. Duties or customs, however, were levied u])on 
almost every “ arthde of life.” They were (*ollected either at 
or (*ustom-houses, or at the (luiufcs or 'markets. Following 
the usual custom, the Com])a!iiy, as the Diwan, (ould, and actually 
did from time to tinie, make such alterations in those duties or 
customs, as it. tliought proper. 

‘ Farms of exclusive privileges ’ were ‘ farms of ])rivileges of 
exclusive trade.’ As a soun'e of revenue such farms had existed 
before the grant of the Diwani to the Company. This was a minor 
source of revenue. 

Lastly, ‘ fines and forfeitures ’ constituted another minor 
source oi levenue. They w^ere inflicted on oftVnders for “ breaches 
of the law, criminal, civil or religious,” of the country. 

III 

1 i)ro])ose to deal in this pa})er with the (luestion of revenues 
derived from lands only. All the lands in Dengal and Bihar were 

It liuiy be jiolecl bore incidentallv that the roval Furman, dated the Pith of 
Au^^uhI, 1705, which coot'errod in perpeluity on tlio Company the Diwani authority 
over the pro\inceH of Pihar and OrjBsa, contained among other things 

the following clause ; 

“ As the said Company arc oh]ig<*d to heej) up a large army for the 
protection of the provinces of Beiij>al, ctt^., we have granted to them what- 
soever may remain out of the Revenues of tbo said provinces, after remitting 
the sum of 20 lacks iaic) oi rupees to tlic Koyal Sircar and providing for the 
exi»onseH of the Nizamut.” 

4 The Fourth Keptirt of the C^ommitlee of xSecrecy, 1778. 
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(*ou»idered as belonging to the Crown or Sovereign of the (Huinirv, 
who claimed, 8ubje(*t to what follows, a right to colle(‘t rents or 
revenues from all of them. But no such claim could be made in 
j’espect of any lauds which were appropriated to cliaritalde and 
religious purposes. Having l)een granted by diherent princes, they 
were understood l)y tin* general tenor oi su(*h grants to be exempted 
from the })ayment of aj»y rent to the Sovereign. 

There were, besides, other lands, ‘ held by grants of ditferent 
kinds/ which ]»aid ‘ only a fixed annual acknowledgmenf or rent ’ 
wliieli was generally much below the medium rate of rents in tlie 
provim*es of Bengal and Bibar. These lands \Nere called JiUfhhcs 
or TahKtkti aciMudiug as they were ‘ grants from the Crown to 
individuals ’ or ‘ grants fr<*m the Nal>oh or Prince to individuals.’ 
According to Mr. Verelst, who was (lovernor and President of 
Ib'iigal from after the departure of Lord Clive in January, ]T()7, 
till December, 1769, these Jtit/ltirrs and TalooL's differed in the 
nature ot their tenure: the Jatjltircs were sometimes granted for 
life only and sometimes for the life of other persons in tin* s:ime 
tamily; fmt the 7n/oo/.v did ‘ more regularly des(‘end to the heirs 
of the first grantees, than the jafthtres.' 

Moreover, the Kajas and Zemindars of the time had “ certain 
lands, peiHpiisites and allowances ” wJiiidi tlie.\ used to ‘ hold by 
virtue of their offices for their support.’ 

Ihe rents in respetd ot all lauds excluding those held by grunts 
in the aforesaid manner, wwe paid in such proportion as would he 
settled annually by the Diwau with several Zemindars, farmers, 
or collectors who would hold the lands. 


IV 

I shall now des<*Tihef'> the maimer in which revenues derived 
from lands were actually (ollected. 


5 This descripticin ap[>ljes to <ilher sonroes of revtmue as well. iVidc the 
Fourth Heport of the Commit ee of Secrectf, 1773.) * 
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The Diwaii used to eoUeot the revenues by farming them out, 
either to the Kajas or Zemindars who were considered as having 
had a sort of lierediiary right, or at least a right of preference to 
the lease of the revenues of the province or district to which they 
respectively belonged — or ‘ to other farmers tinder the name*^ of 
lx()<lars and other appellations ’ — or to officers appointed by 
(h)verinnent under tlie names’^ of Fouzdfirs^ AnnilIs and Tussilduf^Sy 
with all of whom the (Tovernment WM)iild enter, generally, into 
tuhtnud engagements for the revenues of the several districts. If 
a Kaja or Zemindar proved a defaulter, lu^ would be dismissed and 
lose his lands. I'hus the C’om])any once took into its owm hands 
the irollection of tl\e revenues of the district of Nuddea (Nadia) 
wdien its Kaja ‘ fell in arrear of rent.’ An allowance, hcjwever, 
wuis granted by the Company to the said Raja. 

An annual rent-roll ot the provin(*es of Hengal and lUhar, 
called the was renewed and settled every year at a 

festival, called tJie FiKHiifaA wliich was usually held in the month 
of May for Bengal, and in the month of September for Bihar. 
In settling the rent-roll, the Government would first endeavour to 
treat, for the revenues of each province or district, w’here there was 
a Raja or Zemindar, with such Raja or Zemindar; if, however, 
the Kaja or Zemindar did not come, to an agreement wdth the 
Government, an ofiicei* nould he appointed to superintend tlie 

<» IzodarH— I'jobabiy Izenlais (faiirie s). 

Kouzclar — Tluj clHef ma^^istrate of a laige district; sometimes employed as 
Kcceiver-Geoeral of Kcveniies. 

Annul — “ Agent, officev, or native collector of revemie.” 

Tijssildar — Tlie officer in charge of a lahsil. His duties were both executive 
and magisterial. Also Indian Collector of Revenue. 

7 IhUL 

s Burulibust — “ A settleinenl of tlie amount ol revenue to be paid or collected.” 

Poonya — From Punyaha (lady day) “ The day when the settlement for the 
new' ^ear is made.” 
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eoilectioiifi of the province or the district. The ofii('er would have 
the collections made in the name of the Raja or Zemindar and his 
own, all public orders being issued in their joint names. But in 
districts, where there was no Raja or Zemindar, an endeavour 
would be made to treat with the existing* farmer; and if sucli 
farmer failed to <*oine to an agreement with the (jovernment the 
lands and revenues he had held would be let out to some other 
person for the best rent that could be prcicured in the circiimstan{‘es. 
Failing this, the Government would lake such lands in its own 
handfi for management. 

After the geneial rent-roll had been thus settled between the 
Government and the several Rajas, Zemindars, Farmers, and 
others under dilfereiit names, tliese again would enter into 
^ agreements with those of lesser degree, either with the ancient 
occupiers or tenants, called Ryots, or with new’ tenants.’ And, 
according to Mr. Verelst, under an ancient rule of the Government, 
agreements (Uice made with Royts for lands w’lu(*h they and their 
families held, w’ould be considered as sacred, and the Ryots were 
not to be deprived of their possessions as long as they conformed 
to the terms of their original (*ontracts. This rule, however, was 
not alw^^ays duly observed. 

The tlie()reti(*al arrangement for the collection of land revenues 
as described above, did not ahvays work very satisfactorily in 
aidual practi<*e, so far as the interests of the Ryots wore concerned. 
This w’ill be evident from the following extract from a letteri^ 
W’ritteii by Mr. Richard Becher, Resident at the Durbar, to 
Mr. Verelst, Governor and President at Fort William, on May 
24 , 17 () 9 : 

When the English first received the grant of the 

Dewannee their first consideration seems to have been the 


10 Bengal Select Committee Proceedings, 8th July, 1760; also Firminger, 
Introduction, Fifth Report, Vol. I, pp, clxxvi — clxxviii ; also Dr. Sinha. Economic 
AnnaU of Bengal^ p. 94. 
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raisinf!: of us larf^p sums Ironi the country as could lie collected, 
Ip answer ihe pressing deirumds fiom home and to defray the 
larj^e expeii(‘eH (sir) here, TJie Zemindars not being willing 
or able io pay the sums required, Aumils have been sent into 
most of ihe disiri(‘ls. Tliese ainnils on their appointment 
agiee with the Ministers to pay a fixed sum for the distriets 
they are to go io, and ihe man thai has offered most has 
generally been preferred. What a destrindive system is this 
tor the poor inhabitants! The aumils have no eonnection or 
material interest in ihe welfare of the eountry where they 
make the eolleetions, nor have they any eertaiuty of holding 
their planes beyond the year; tlie best recommendation they 
can have is to pay np their Kisfbinu/ics^^ punctually, to which 
purpose they fail not to ra(‘k fhe (‘ountry whenever they find 
they can’t otherwise pay their Itsts and secure a handsome 
sum for themselves .... These aumils also have had no (*he(‘k 
on them during the time of their employment; they appoint 
those that act under them, so I hat during the time of the 
year’s collection their power is absolute .... On this 
destructive plan, and wilh a continual demand for more 
revenue have ihe collections been made ever since the English 
have been in possession of the Dewannee.” 

V 

When the Committee of Secrecy to which refereii(*.e has been 
made above was inquiring inlo ilie affairs of the East India 
C'Ontpany, it found from the correspondence of the Company tuat 
the President and ( ouiicil at I'ort William were endeavouring to 
ascertain the amount of the ‘ Muflusul collections ’ or the revenues 
levied hy the Rajas, Zemindars, or farmers in the several districts 
of Bengal, in order to fix their pn.fits at definite and reasonable 
amounls. The real object which the President and Council had 


II ‘ A contract for the payment of rent by inst.almenifc».’ 
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in their minds was “ to prevent in future undue rharpr^s in the 
collections, and to preserve Ihe Ryots from oppression by undue, 
additional, and arbitrary demands.” T shall now try to explain 
the nature of some of these arbitrary and additional demands whi(‘h 
the poor peasant had lo meet. 

It appears from a letter^s Richard Bee her, Resident at 

the Durbar, addressed to the Select (\»mmittee at Fort William on 
tlie 28th of March, 1770, that certain (esses under the name of 
^ Mathute/^'^ were laised in the provinces of Bengal and Bihar and 
that certain expenses of the Sircar were met out of them without 
the knowledge af the Cotapniiy. No information re^arding^ either 
the cesses or the expenses had previously appeared on the public 
records of the C oinpany, both being left under the management of 
the Ministers^^ at Murshidabad and Patna. For reasons why these 
cesses were imposed, Mr. Becher referred the Select Committee to 
the following extract from a letter, dated the 16th January, 1769, 
which his prede('essor-in -office, namely, Mr. Francis Sykes, wrote 
to him on resigning the office of Resident: 

'‘You will find tliere are collections made separate from 
the statement, vix., on acH’ount of the expences (sic) of the 
Poonah, called Khallaut Bha, Pooshtebundy and Resum 
Nezariit; this mode of defraying these expences (sic) was estab- 
lished by Ijord Clive and the Relecd Committee, and why they 
were not included in the statement, that the Company might 
have a fair account of their gross collections at one view, T 
cannot conceive; it mvst, I fhinl\ have ariseii from the fear 
the ge/ntlemen of the SeJect Committee luul, that the Company 
tvould not permit such an expence to Ite kept vp at the Poonah^ 
notwithstanding it is deemed so necessary in the eyes of the 
country people, and always held with the utmost veneration. 
The Pooshtebundy is a necessary expence. The Resum Nezarut 

12 Vide the Bengal Select Oommittee of April 28, 1770. 

13 Or Mathota. 

14 Obvionaly, Muhaminad Reza Kban, Roy DiiUnb and Shitab Roy. 

F. 10 
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l>e «lK)Hslierl, yet as this allowance to the uiider- 
Mutsiiddies and officers of the Govermiient is of an ancient 
standing*, the abolition of it would have given disgust, and 
it was directed to be ke])l up, and divided as the Nabob 
thouglit proper.’’ 

It will be clear from the above extract that the Mathute was 
divided into tliree heads, namely: 

Khilat Bha, 

Pooshtehundy, and 

Besura Ne/arut. 

I shall now deal witli the nature of these cesses and also ex])lain 
how the in(‘ome derived from them was distrilmted. Khilat (or 
(^helat) Bha was the name of the cess, or abwab, whicdi used to be 
levied ‘ for defraying the annual charges o^f the dresses presented 
to the people in public eVnploymeiits at the time of the pooneah, 
and on their receiving any new appointment,’ Khilat meaning a 
dress of honour. The total amount of the cess raised in this way 
greatly increased since the Company obtained the Diwani in 
1765. Before the Company’s accession to the Diwani, it was so 
small as Es. 83000. But since then, ^ each year,’ to quote the 
words of the Select Committee, ‘ had swelled the account till it 
exceeded all Ixiunds.’ For instance, the total amount raised 
during the year 1766-67 was Bs. 2,16,870-10-0.^® This incTease in 
the total amount levied from year to year was largely due to two 
causes. The first was the considerable charge of Khilats for 


15 “ The meaning often extencled <o the whole of a ceremonial preacnt; of 
tihat nature, of whatever it may consiHt.” 

l€ Tt waft fiiccA rupeeft 2.r>S, 130-12-0 in 17f)7-0ft; Ba. 8,24,247-11-10 in 1768-60 
and Eft. 8,02.878-8-0 during the period .‘rom the llth April, 1769, till the 28th 
March, 1770, 
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Euglisli gentlemen. For example, the Kliilat accounU*^ for the 
year 1766-U7 shows that the total amount disbursed lor the dresses 
of English gentlemen was sicjca Ha. 46,750. Out of this amount 
the sum of Its. 10,000 was spent on aeeouiit of Lord (live’s dress; 
Ks. 6,000 on account of (leuerul Carnac’s; Hs. 4,800 on account 
of Mr. Summer's; ILs. 8,950 on account of Mr. Verelst's; lis. 5,5(K) 
on ac(‘ount of Mr. Sykes; and so on. The second cause was as 
follows. Formerly, the jivoceeds of this cess were applied to 
little else than the dresses of the Zemindars and (ollectos at the 
time of the Poonya. all occasional charges which were much more 
considerable, having been defrayed From the Treasury <h* the 
Nawab’s (Jonsumniany.’® Ikit since the Nawab’s stipend was fixed 
at a definite figure^^' alter the grant of the Diwaiii to the Oompany, 
be declined to bear any part of the occasional (‘barges. The result 
was that the w^hole expense fell on the assessment. 

Thus was the poor peasant taxed to find money lor })resenting 
costly dresses of honour 1o men of means ! And Lord (live who 


17 The sum of Ks. ‘2,16,^70 1010 raiHed in 1766-67 iis Kliilat BJui spent 
aF followH : 


For the hhiglisli Gentlemen 


Rs. 

46,760 

For th<' Nezarut 

... 

38,800 

For the Mntsuddies and Mohores of 

the Kutchery and 


Canungoes 


22,634 

For the Nobkisseu, etc. 

... 

4,867 

For the Extraordinary Kliilais 


6,199-80 

For people belonging to the Nabob 

... 

22,626 

For Zemindars, Collectors, etc. 


76,606-2-10 

The anu)Unt allotted for the Nawab 

was ... 

10,100 


18 (lonaummany — Cormption fo” Khansazuaiii : “ The office or department 

which haH charge of all expenses in a great man's house.” 

19 It was first Rs. 63,86,131-9-0; it was then mliiced to Bs. 41,86,131 9 0 on 
May 18, 1766; farther reduced to 81,81,991-9-0 on March 21, 1770; and finally 
fixed at 16 lacks. 
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had attended the first Poonya after the grant of the Diwani 
justified the custcjm of giving dresses to the members of the Council 
at Calcutta on the ground that it was essential to the dignity of 
the administration ! 

Se(;ondly, the Pooslitebundy*^ was the name of the additional 
charges levied on the people for repairing bridges, embanking the 
sides of the river in the neigh lx>urhood of Murshidabad and some 
other ])laces, et(*. It seems that the cost of sujiporting the banks 
of the river in the vicinity of Mxirshidabad was very high. 
Formerly, the expenses of supporting these banks, of repairing 
bridges, etc., were borne by the particular Zemindars whose lands 
were contiguous to them, and the Zemindars were ‘ proportionately 
eased in their rents ‘ ; but even then, on extraordinary occasions, 
great assistance would be given by the Government. Things 
remained nearly on this fo<»ting during the first two years of the 
]3iwani, any extra expense being borne by the Treasury. But 
owing to ihe inadequacy of this method of supporting the banks 
of the river and the neglect and inability of the Zemindars, the 
banks were found in to have gone greatly to decay, and 

in some i)laces, they even gave way. The result was that the 
country \\as flooded and that the city of Murshidabad was in a 
great danger in September, 1767. For these reasons, an assessment 
whi(*h had previously been borne by particular Zemindars, and 
which they were no longer able to bear ‘ because of the racked 
state of their rents/ was extended to other districts, and continued 
to be levied on them even though the necessity for the same had 
passed away. 

Commenting ()ii this cess in a letter addressed to Mr. Becher 
on the 28th of April, 1770, the Select CJommittee stated that it 
saw no reason why the Pooshtebundy which was a new^ cess and 
which was imposed in 1767 on account of an extraordinary 

30 P<x«hte-bund— Pushtah-baijcli. 

Pugbti—a prop or buttress ; an embankment ; bandi. making fast or 

repairing, i.e., B^iring the embankments.’’ 
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calamity/ should alter the banks had undergone one thorough 
repair, still have been levied, and even a larger amount should 
ha\e been raised during the preceding two sessions than in that 
immediately succeeding the inundations. Continuing, the (-om- 
mittee said that since the practice ol Mathute was so evidently 
pernicious, and since the banks were represented to be in good 
order, the general tax should be abolished and the local one should 
be reimposed, as sooji as a c*ertain outstanding debt on account of 
the former years was repaid. 

Thirdly, the Kesum iSezarat was the name of the ‘ dustore ’ 
or fee of the Nuyj’r, and the Resum of ten annas^^ was the fee of 
tlie Mutsuddies, of the Khalsah‘^* cutchery. The post of Xaziv 
was formerly of great lepute. Jle was called the overseer and had 
under him all the peons, ('hubdars, etc., who ‘ on preten(‘e of 
colle(*tiiig, plundered the t‘ouutry.^ The office of Nazir was later 
on abolished as it was found to have been burdensome rather than 
advantageous; but the (*ess was continued for other purposes. The 
proceeds from the Resum of 10 annas were partly divided among 
the Mutsuddies (writers) and Mohores (clerks) of the Khalsa 
cutchery and partly si)ent otherwise. 

In this connection I should like to refer to an interesting point 
in Mr. Becher’s letter to the Select (Committee. t)n his arrival at 
Mujshidabad as the Resident at the Durbar, he found that his 
predecessor, Mr. Sykes, had received from the above-mentioned 
cesses an allowance of Rs. 2,000 per month, in addition to his salary 
of Rs. 8,(XK) per montli obtained otherwise. Mr. Becher then 


21 The total amount raised on this accx)unt was sicca rupees 148,976*9-10-3 in 
1767-68; Bs. 213,166-12-17 in 1768-69; and Bs. 210,547-16.10-2 in 1769-70, 

23 According to Mr. Wilkins’s Glossary appended !(» the Fifth Report, a 
compiissMai oi 10 annas per million was exacted by the Nazir Jammadar, or head 
peon, on the treasure brought from the MufussU or interior. 

The total amount raised on account of these cesses was sicca rupees 
112,969-12-19-0 in 1767-68; the <‘orre8ponding amounts for the next two years were 
Rs. 1,76,632.13.10-0 and Bs. 1,67,248-7-2. 

23 The Bxche^juer. 
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applied to Muhammad Ke^a Khan for an explanation of the (Karge, 
He was told that according to the custom of the countiY, Mr* 
Sykes’s table had previously been supplied with several articles of 
provision from the districts near Murshidabad. Certain incon- 
veniences, however, having arisen from this mode of supply, 
Muhammad Re/ia Khan had proposed to Mr. Sykes that he should 
abolish the custom and receive 2,000 sicca rupees per month instead 
from the Pooslitebundy and the Resum Nezarat. Mr. Sykes accep- 
ted the proposal and the allowance continued to form pari of the 
remuneration attaching to the office of Resident. Mr. Becher was 
receiving it when he wrote his letter to the Select ('oiumittee. It 
further appears from his letter that Mr. Verelst did not, when he 
was informed of this allowance, disapprove of its being continued, 
‘ as he was sensible (d‘ the great ex pence (a/x) attendant on the 
situation of Resident at the Durbai / 

1 have explained above the nature of the three extraordinary 
cesses referred to in Mr. Becher^s letter to the Select t-ommittee. 
I may mention here that the total amo-unt spent in the course of 
five years from 1766 ‘ under the different heads to which the taxes 
(*.alled Mathutes were applied,^ amounted to sicca rupees 
21,72,102-9-19 as shown below: — 

Sicca Rupees 

Kbilat Bh^ ... ... 13,36,018-13-0 

Pooshtebundy ... ... 4,76,663-7-11 

Resum Nezarat and Hesum of 10 annas 3,69,420-5-8 


sicca Rs. ... 21,72,102-9-19 

or£st. ... 2,&3,4684)*0 

Mr. Becher, be it said to his credit, had made a few sugges- 
tions in his letter for freeing the Ryot from the ‘ arbitrary oppres- 
sion ’ caused by ‘ the destructive mathute plan.' The Select Com- 
mittee accepted some of the suggestions and adopted resolutions 
accordingly.®'* The Committee felt that ‘ all arbitrary cesses must 


34 Vide the Proceedings of the Bengal Select Committee, 28th April, 177Q. 
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be so many instruments of oppression in the power of collectors ^ 
and more than suspected that a closer inquiry would ‘ lay oi)en 
a most iniqtiitous scene of oppression and peculation,’ 

111 adoplinfj* its resolutions the committee luul two objects in 
view. First, the total amount to be raised by Mathutes should be 
strictly limited; and, secondly, the total amount to be so raised 
should be ei|uitably distributed*-'' ainoiif^ all the Diwani districts 
on tlie basis of their contriliution to the total revenue derived from 
the Diwani lands in llengal. In short, the (’ommittee’s aim was 
‘ not so much to su]>press the taxes, as to new-model them.’ The 
conseijuenee, it hoped, would be that the Ryot would not be 
‘ ex])OvSed to sudden demands and perpetual alarms of new calls/ 
and that ‘ the pernicious influence of the mathute would be in all 
resf)e(*ts effectively restrained.* 

In regard to the question of the Resident’s allow'am*e of two 
thousand rupees, the (’ommittee decided that if it formed a jairt 
of his salary of Rs. per month, it had no objei^tion to it; 

but if it was to be in addition to that salary, it must be dis- 
continued. 

llaviiifr ado])ted these measures ‘ for the relief of the province 
of Denial from the pernii'ious nuale of taxation (*alled Mathute/ 
the Select (’ommittee considered it advisable to extend its 
enquiries to the ])rovince of Bihar, vhere there w^as reason to 
suppose that the same ^»'rievances w'ere felt by the people. Accord- 
iiif»ly, on the 9th of May, 1770, it wrote to dames Alexander, 
Es(|uire, Supervisor of Bihar, empiirin^ whether any extraordinary 
charg'es corresponding? to the taxes called Mathute in Bengal, were 
levied in Bihar. If so, he was requested by the Committee ‘ to 
procure and transmit to it an exact statement of all such sums as 
were collected, exidusive of the Bundibust.’ Tn reply, 
Mr. Alexander sent on the 34th of May, 1770, a statement of 

35 This should he taken subject to its s|>ecific resolution regarding tlie Pooshte- 
hundy referred to before. 

38 Vide the B.S.C. Proceedings of May 9, 17T0, 
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all extra collections and taxes^? that were levied in the Bihar 
Province exclusive of the Bundilmst.” It appears from the 
statemenf that one heavy and injurious item of expenditure which 
was charpfed to these extra cesses, was the establishment of the 
Dawks belon^int>* to the English Company, the Nizamat and the 
Nawai) of Murshidabad. On receiving* this reply the Select 
Committee directed that tlu* "Nawab’s Dawks should be continued 
as a j)roj)er mark of respect to the ficvernment ; but the Dawks of 
the Ni/amat should be allowed only in such places where the 
Company had none of its own. Tn rej^ard to the other items of 
expenditure char«:ed to the extra (‘esses, ii left them to the dis<*re- 
tion of the Supervisor who must he the best judprc of their 
])roj)riety or im])ropriety. 


Before I conclude this paper 1 should like to mention that 
more arbitrary cesses, under the name of Mathute, were actually 
levied by the collectors in the several provinces than what were 
accounted for to the Government at Murshidabad, and that the 
poor Byot had thus to pay much more in various additional taxes 
(»r abwabs than what the authorities at Murshidabad knew or (nired 
to know. The following facts^® revealed as a result of inquiries 
made by Supervisors (appointed in 1769) at the instance of the 
Select Committee will illustrate my point. 

Mr. Middleton wrote from Dacca on the 18th of May, 1771, 
that the district had paid a large annual Mathute which would ap- 
pear to have amounted to Rs. 1,16,496-10-8; that part of the money 
so ('ollected was remitted in the previous year to Murshidabad to- 
wards defraying the charges of Khilat Bha; and that the remainder 
was disbursed and misapplied by the officers of the Government 
at Dacca, In another letter, daled the 13th April, 1771, he had 

27 The total amount raised for one year was sicca rupees 1,06,742-11-6, 

«8 Vide the Fourth Beport.mf the Ooujuiittee of Recrecy, 1773, 
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written tliat (unripaiiy of Sejjoys and 40 burfirtinclasses,'^** retained 
there ‘ for the use of the oollecdions,’ Lad, till then, been paid from 
a fund accumulated under the denomination of Mathute; and that 
the expenses of the Dawks established between that place (I)a<*ca), 
Murshidabad, (diittagoiij»\ and i)art of the way to (’alcutta, had 
been defrayed in the like manner. 

On the 17th of Auj^ust, 1700, Mr. <1. G. Ducarell, Supervisor 
of Purnea, wrote to Mr. Hichard lieche? , Eesident at the Durliar, 
as follows: — 

The Com])any have re(*eived a very (‘onsideiable revenue 
from this (*ountrv, but they have little known how it has lieen 
(‘olleeted. You will }>e surprised to hear that, by the establish- 
ed mode of (‘ollectiojis pursued for these three or four years 
jiast, the Piiifa or Aj»reemeut is never preserved l)etween the 
(‘ollector and the tenant. At the eml of the year, whenever 
the former knows that tin* latter has made any gain, he surely 
seizes it, notwithstanding the agreement being justly paid; by 
these means all industry is checked, and all confidence 
destroyed, and neither labourer, farmer, collector, and so 
upwards, to the Poujedar, having any trust in each other, it 
ha^s vmdc the wh-aJe a rluirn (ff rof^trs ami [danderers \ nor (*an 
any confidence be restored but by a long course of equitable 
government.^’ 

Again, in another letter, dated the Idth December, 177t), he 
WTote : It had been annually the custom there (Purnea), even 

long antecedent to o\ir i^oming to the Dewanuee, at the time when 
the Ryots had nearly paid their rents, according to the pattn or 
agreement, to lay on further assessments there called Bharri atid 
Gandnr (which are words peculiar to that province, and have tl\e 
same meaning as Mhotoof in Bengal) eitlier frmn real or pretended 
deficiencies. 


29 Men armed with matohlocks. 

P. 11 
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The Supervisor of Rimgpore wrote to Mr. Bechet on the 26th 
of Augxist, 1770, that 02,000 rupees had been collected from the 
poor Ryots and “ rec*eived by the Zeinindars and creatures of 
Government employed in the collections.’^ 

Mr. Ro-bert Wilmont, Supervisor of Jessore, wrote, 3i> “ That 
l)eHide8 the avowed wa^es to the anrnih in his districts, they had 
numberless perquisiles, the amount totally unascertainable.” 

Mr. (\ W. Bou^hton Rous, in a letter,^* dated at Nattore, the 
4th of June, 1771, enumerated seveial Mathutes (or cesses) wbicb 
had been levied from year to year since the Company's accession to 
the Diwani, and then made the followiiij^ remarks: 

The multiplication of Mbatoot, which has taken [)lace 
in tins district since the Company’s accession to the Dewannee, 
has been attended with the most pernicious consequences to 
agriculture, and the country in general; and that the continu- 
ance of such a system must inevitably end in its destruction. 
These taxes arhifrarily hniwsed, and oppressively ctdlected^ 
thronyh the rapacity aad> Ucemtiousyum of the annuls and their 
age/atSf have accelerated the general decline in agriculture and 
viamifactnresd^ 

Lastly, I may (piote an extract from a letter-^^ of Mr. Berber 
himself : 

“ The present destructive S(‘heme of adding Demand on 
Demand under the name of Mathute, has l)een a material cause 
of the present distressed state of the country and I wish the 
word could be abolished and never heard of more.” 

Ihe above extracts would indicate the position of the Ryots 
in Bengal and Bihar during the first few years of the Diwani, so 

30 In a letter on Murshidabad ConsultationR of mh of October, mt^Pourth 

Ref Oft. 

31 Entered or. Murshidabad Consultations of the 10th of June, 1771— Foarth 
Report, 

32 Addressed to Governor Verelst on May 24, 1769, 
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far an the arbitrary eenseft or abwabs were (‘onceriied. During 
those years the Company, ali hough invested with the offic.e of 
Diwan, did not actually take upon itself the task of collecting the 
revenues of the Diwani lands. Nor were its European servants 
quite competent at this stage for the task. It was therefore com- 
mitted “ to the management of Mahammed Eeza Cawn who 
acted, ‘‘ under the immediate inspecticju of the Kesident at the 
Durbar,’’ in conjunction with Shital) Eoy (for Bihar) and Roy 
Dullab (for Orissa). The result, however, was, as Miss Monckton 
Jones'^ has rightly said, disastrous. “ The whole horde of minor 
officials, Muttasaddis, Kauungoes, Amils, Zemindars, etc., w’ere let 
loose to rinse wdiat they ]>leased from the cultivators and’ traders. 
If the victims appealed to the Xaih Nazim or his Fauzdars, these 
had not the land-servants or peons hy mejjns of whom tliey had 
formerly enfor(*ed justice, and if <*omp1aints weie addressed to the 
only man who had them, the English Resident, he (*oiild not tell 
right from wroiig, and was besides peremptorily forbidden to 
interfere. The jieasants were w'itboiit appeal, and many in despair 
deserted their holdings, becoming vagabonds or da(*oits or merely 
starving.” This state of things continued practically till 1772, 
although palliidive measincs, such as the appointment of 
Supervisors in 17(19, and the institution, in 1770, of t\vo Councils 
of Revenue at Murshidabad and PatJia under the direction of the 
Court of Directors, dated the 30th June, 1709, had been adopted 
in the meantime. In a. letter dated the 28tb of August, 1771, 
however, the (’ourt of Directors wrote to the President and (\)iuicil 
at Fort William. 

We are ne(*essitated t(j seek .... the full advantage 
we have to expect from the (Irani of the Devvanny. It is, 
thereff)re, our determination to stand forth as Duan, and l)y 

O’ho Bengal Seleet C'onunitlee’s letter to the (\>urt of Directora, dated 
January 24, 1767, para 16 Vule Yerelst. A View of the Kiae, etc., df the English 
Government in Bengal, Appendix. 

34 Hastings in Bengal, 1772—74, pp. 63-64, 
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tile Agency of the Company’s servants, to take upon ourselves 
th.e entire (‘are and management of the Revenues. In 
confidence, therefore, of your abilities to plan and execute this 
important work, we hereby authcirize and reipiire you to divest 
Maiiomet Reza Cawn and every person employed by or in 
conjunrlion with him, or a(*ting under his influence, of any 
furUier Cliarge or Direction in the lliisiness of the (‘ollections, 
and we trust, tliat in the office of Duan >ou will adopt such 
regulations and pursue such measures as shall at once ensure 
to us every possible advantage and fiev the Rjjui from the 
o/j/irf\^stons of ZetunuJtfru nn-d /joffif T (fronts, under which they 
may have been suffered to remain, from tlie interested views 
of those whose lnfluen<‘e and Autliorit> should have been 
exerted for their Reliel and ]m)tection.” 

Th is lett(*j' was re<*eived by the l^resideiit and (\)uncil in 
Dengal on the 2dr(] of Aj)ri], 1772, and a(‘tion w’as taken by them 
ac(*ordingly. This lirings to an end a chapter in the history of 
ilie land revemue system in Hengal in the early days of Dritish 
Rule. (Vjnsiderations of sjjace, however, forbid me to deal here 
with the subseijueiit history of the (|uestion. 



THE DECCAN AT THE ADVENT OF 
BRITISH RULE 
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D. C . Karve, 

F(‘i t/Kason Foanfi, 

THE (ilHEAT DEPUKSSKLN 

A{ a lime wlieri ihe w licit* world is beset b\ the evil of a j^reat 
de])ressioii it is intt‘i*(‘stiii>^ to lecall tht* memor\ of a similar 
calamitx that overtook the Deccan alon^' with the e>t‘»hlishment of 
Biitisli rnh*. It will be remembered that the Deccan jiassed nudtn- 
the East India (’om])an\’s ^*o\ernment in 18I<S. For ovf‘r titt^^en 
yeai's befort* that date* the ])eaceful life ot the Maratha country 
had been freijuently distuibed. Armed forces he]on^nnf»' to rival 
noblemen often came into conflict leavino- bt'hind them a lon^* trail 
of desoI«ation. Bliils, Bindarees and othei' bands of reckless 
plunderers found eas.v ])re\ in a eountry where the ])row'ess of the 
jirince had been shaken. Nature siamied to have imbibed the 
hostile mood of the Imman enemies of the Deccan peasantry, 'rhe 
year 1803 witnessed a vserious famine which i‘ansed the death of 
a lai^e number of people and of a mu(*h larger number of (*attle 
and liorses. As usual diseuvse followed close on the heels of 
starvation, and that fell scourge of humauitv, tdmlera, laid a heavy 
toll among* tJie De<‘(‘an villages. Still the worst effects of war, 
internal disorder, famine and disease seemed to have been 
substantially overcome by the year 1818. The thinning of pofuila- 
tion had served fo find occupation for the disidiarged soldiery and 
there was enough peace for the pursuit of normal economic 
operations* The Deccan Biots Committee observe in their historical 
chapter us follows : In spite of these unfavourable circumstances 
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the agricultural classes during the period immediately preceding 
British rule were recovering from the heavy calamities of the wars 
in the beginning of the century. Their proximity to Poona, in 
w’hich the wealth of subject and tributary provinces was collected 
and Hpeut» gave tliem great advantage. The i)opulation was 
scanty and laml jiroportionately abundant.” It must be admitted 
that tlje farming of revenues in the days of Baji Eao II was an 
important cause making for the impoverishment of the ryot. All 
the same tlie general tone of economic* life was definitely re(*over- 
ing when the final struggle with the British power developed. 
The couquest of the Deccan by the Company's forces was follow^ed 
by an almost unprecedented depression and dislocation of Inisiness 
which continued to exercise the minds of the l)est administrators 
of the (kmii)any for over two geueiations. 

Low pri(*es, unemployment, heavy taxation, leduced produc- 
tion and indebtedness — all these familiar features of an economic, 
depression were experieii(‘ed in a very acute form. The aJinexed 
table on j)age will indicate the nature and tlie extent of the 
fall in pri(‘es : . 

This table is based on figures <*<dlected by the late Prof. H. 
Green* from the records of tlie IVsliwa’s (Tovernineiit and old 
family papers, and refers to pric(»s prexalent in the Poona market. 


i H. Green, l’r(»fessor of Literature at the l^oona College, who acted as the 
HfjecJal Correspondent of the Bombay (Jazctieer and published in 1862 a review 
of the new survey and settleiuent (jpcrations, under the title “ The Deccan Ryots 
and Their Land Tenure.” 
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A« Poona attracted the produce and the custom of a wide 
area .the fluctuations in Poona prices were (*omparatively steady, 
and might he taken as representative of the J)e(*(*an tract. In the 
interior the movement was accentuated by local (‘ouditions as can 
be seen from the figures collected in Iiidapur, the first Taluka to 
be systematically surveyed and settled in the De(*can. 


Table TI 


PKIC/RS of (tjlAlN IN iNDArUR'" 


Period, Average for. 

! Unit- 


Jew area 





Rs. 

i A 8. 

Index 

Ry. 

Ah. 

Index 

1809—1818 

Per Palla 120 seers 
240 lbs. 

4 

1 6 

1 

100 

4 

7 

lOO 

1819—1828 1 

Mo. 1 

B 

! 13 

87 

6 

11 

124 

1829 -1838 I 

do. 

2 

1 

54 

B 

1 

0 

68 

1839-1848 i 

do.' 

2 


51 

3 

5 

76 

1849 -- 1858 

do. 

2 

; 13 

66 

8 

7 

77 


1< will be observed that both in the city of Poona and in the 
district the cessation of hostilities between the Peshwa and the 
Company was followed by a prolonged period of falling pru*es, 
which showed no tendency to rise till the middle of the century, 
period of low prices was inaugurated by a sudden drop in the 


3 This table is prepared from price statistics collected from original sottrcea 
and published in Belections from the Records of the Government of Bombay, New 
Series, No* CVII. Papers relative to the revision of the assessment in Indapnr 
Tatnka af the Poona CoUectorate, , , 
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years following the establishment of Britisli rule. This stage of 
the depression is illustratecl in the following table ; 


Table ITT 

Avkragr Pktces in tiik Poona Market,^ prr Palla (120 seers). 


Grain 


1819 


1831 


1823 


1823 


Rb. 

j Ah 

Incb^x 

Rs. 

Aft 

Index 

Rh. 

Aft. 

Index 

Rft. 

Aft. 

Index 

Jovarec ... 

!0 

1 14 

100 

h 

7 

60 

5 

0 

40 

4 

0 

37 

Bajroe ... 

Ll 

14 

1 

100 

6 

6 

68 

3 

0 

28 

i 

; ^ 

7 

60 


The representative clniraeter of these, like nu)st other price 
figures in India is (‘ertainly not above re]m)apli. But there is every 
reason to believe that they exhibit the course (d' prices in the 
Decran during the period following the British conquest. A 
sudden fall in prices followed by a long period of low prices 
j)rodu(‘ed unfavourable results on almost all classes of the popula- 
tion. In the rural areas the classes of labourers, artisans and rent 
receivers had to be c<mten< with receiving the same (piantity in 
satisfaction of their claims — as payments were still made in kind 
on a large S(*ale. But whenever they had to sell their ‘ earnings ’ 
either for the j)urchase of other commodities, uhich had on the 
whole declined less than the staple cro])H, or for the payment of 
fixed money charges such as debts and interest they had to bear 
an enhanced burden. The cliief sufferers from the great depression 
in the rural areas were, however, the cultivating classes. In so 
far as they consumed their own prodtici and paid their dues in 
kind they did not stand to lose. But they had to pay in cash the 
revenue to the new^ Government and interest and debts to the 
savahar, besides making sundry purchases. With prices so 
suddenly and steeply collapsing it is no wonder that the Deccan 

8 These figures are based on the contents of Prof, Ureen's book already 
refers^ to, 

P. M 
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Ryot almost broke down under the enhanced burden. The story 
of the ill-advised attempt of the British officers to exact from the 
ryots as actual realisations the rates of land revenue which were 
sanctioned only as an ideal under the Maratha government is now 
W’idely known. Bui the coincidence of this terrible rack-renting 
at a time of an almost un])aralleled dejiression has not received the 
attention that it deserves. The evils of low prices and high rent 
which prevailed well over a generation had cumulative results in 
permanently sapping the vitality of the Deccan peasantry. 

The population of the cities, of which there were only a few, 
e.g., Poona, Nasik, Pandharpur, Alnnednagar and Sholapur, stood 
on the whole to benefit by the prevailing low level of prices. And 
indeed those who could manage to get employment at anything 
like the old leved of wages and jirofits were the better off for the 
change. Under the infiuenee of the f\)mpany’s Government the 
last remnants of the system of payment in kind were wiped out 
from the cities. Exact figures for wages earned by the different 
classes are not easily available. But fhe following table based on 
figures collected by Prof. Green from original sources might serve 
an illustrative purpose. 


Table IY 

Avrhage Montht.t Rates of Wages at Poona. 


Class of Workers 


Avera>?« for 
l7ftR— 1820 

1852 



Its. 

a. 

p- 

Rs. 

a. 

P* 

Carpenter 

i 

15 

0 

0 

15 

0 

0 

Brick-layer 

1 

15 

0 

0 

15 

0 

0 

Assistant servant to above 


5 

10 

0 

3 

8 

0 

Female servant 


3 I 

8 

0 

2 

12 

0 

Tailor 

... 

15 

0 

0 

15 

0 

0 

Sawyer 

... 

15 

0 

0 

16 

0 

' 0 
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If these figures are any indication of what was going o^n in 
the urban parts of the Deccan in the early years of British rule 
it would appear that the superior (dasses of artisans and labourers 
at any rate succeeded not only in maintaining tlieir position but 
in actually securing higher real wages. By a curio\is twist in the 
fiscal policy of the new government, traces of which are not 
altogether removed even io the present day, the real comparative 
advantage reaped the non-agricultiiral classes was even greater 
than what is indicated by tlieir gross earnings. While the whole- 
some elasticity of the land revenue policy of the Maratha adminis- 
tration was abaiido-ned by the Company’s administrators, they 
allowed, mostly out of jiolitical reasons, the Mohturfa taxes on 
trades and professions to lapse. These taxes though levied at 
customary rates had done much io introdu(‘e equality in the scheme 
of the Maratha taxation. The officers of the Company were not 
ignorant of these taxes or of the principles on which they were 
based. Mr. Chaplin, the first Revenue Commissioner in the 
Deccan, has given a fairly exhaustive list of these taxes from which 
the following information is gathered. 

The trades and professions were grouped into classes and 
differing rates were provided for each of them. Within a group 
the members were made to pay a lax which was based on an 
arbitrary assessment of their ability. In Poona savakars or liankers 
who dealt chiefly in bills of exchange and in jewels and valuable 
cloth formed the first class. The second class was formed of 
sdrafsy money-changers, and less opulent jewellers. The cloth, 
grocery, grain, hardware, perfumery, and other trades were, 
separately classed. It is recorded that the bigger grocers j)uid 
fifty rupees a year which was also tlie sum paid by some of the 
well-known jewellers. The personal standing* of rich merchants 
with the court often influenced their assessment and exemptions 

4 ‘ A Report exhibiting a View of the Fiscal and Judicial System of Adininis* 
fixation introduced into the Conquered Territory atwve the Ghauts, under the 
authority of the CommisBioner of the Dekhan,* by William Chaplin, (of the Madras 
Civil Service,^ Commissioner in the Dekhan). Printed at the Courier Office, 1824. 
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were granted in some cases. The petty professions such as carpenters, 
weavers, iron-mongers, stone-cutters, washermen, barbers, 
enamellers, masons, etc., had also to pay a tax the incidence of 
which was equally arbitrary, in Yevla, the centre of silk- weaving 
and dyeing* industiy in Nasik District, the professions were more 
or less organised in guilds, iaefay each paying a lump sum to the 
state through its president, the Ohaudhari, who distributed the 
burden among the members. Nobody c.an claim that the Mohturfa 
taxes satisfied all the modern canons of taxation, or that tlieir 
abolition during a period of disturbed and depressed trade was 
unjustifiable. But the ('ompany’s (iovernment did not pay equal 
heed to the canons of ability and coiiveniemje in the assessment of 
land revenue which, as the principal source ol public income, was 
collected for a long time at unjustifiably high rates. 

It must not be understood from these remarks that the 
professional and the artisan classes in urban areas were having a 
prosperous time. The extent of the depression was so very all- 
pervasive and the causes underlying it so fundamental that no 
class of population escaped without serious injury. The cleri(‘al 
and administrative class found itself without any employment 
under the new’ regime. With the disbanding of the armies of the 
Peshwa and his sirdars not only the soldiers but the large number 
of Mootsaddees employed in the (derical, the accounting and 
political branches lost their emplo^^ment. The bigger Mootsaddees 
at the court and wnth the noblemen had no part to play in the 
new order. The Company’s Government confirmed the persona} 
Jahageers and pensions of the leading Mootsaddees and in the 
employment of clerks the collectors of districts were instructed to 
prefer the unemployed Mootsaddees of the old government. But 
it was the deliberate policy^ of the new administration to have a 
fairly thick sprinkling of foreigners, that is, Indians from other 
provinces which had already passed under British rule, in the 


GObaplm's Beport, Para 369. 
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revenue and administrative services. The scope for such employ- 
ment under the new Government was so narrow that hardly one- 
fifth® of the displaced servants could find re-employment. The 
rest had to live on their scanty savings or to take to petty trade. 

The trade and industry of the country were in no better plight. 
With tke disbanding of the native armies and the Peshwa’s 
court the population of (ities, particularly of Poona had con- 
siderably thinned. Owing to the depiession and unemployment 
there was very little trade demand, esj)e(‘ially tor articles which 
used to be <;onsumed on a large scale l)y the <u)urtiers and their 
dependents. The abolition of thg old revenue system under which 
the bankers were entrusted ^^iih the forwarding of revenues collec- 
ted in the Aullages gave a tatal blow to the indigenous banking 
Inisiness. The general depression in trade and the cessation of 
warlike activities also hit the Hanking houses. 

Hut the wor.st sufferers in the new order were the soldiers and in 
a less degree the artisans. The rout and the disliandment of the 
armies of the native power weie followed by the dismantling of 
forts and the reduction ni the t’ompany^s army. It is estimated 
tliat uiidei' the old government almost all the Maratha families of 
the cultivating (dass Jiad at least one of their members employed 
with the army and the earnings of the soldiers were an important 
addition to the family income. In fact in a precarious tract like 
the De(‘can these very earnings often constituted the dividing line 
between a well-tti-do and a hand-to-mouth living. The disbanded 
soldiery, whose number was calculated by Mr. (diaplin at about 
30,000, had mostly to fall liack upon the family pursuit of agri- 
culture. Thus instead of the earnings of cultivation being added 
to by those of war the disbanded soldiers had to be supported out 
of the produce of a depyjssed and overstocked industry. So long 
as the soldiers had their savings the evil effects were not very 
obvious, but in cmirse of time the depressing influence of the 
contraction of the field for lucrative non-agri(*ultural pursuits was 


6 Chaplin’s Beport. Para S19. 
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visible in the growing impoverishment of the respectable Maratha 
familiefcj. Those of the unemployed soldiers who had no eomieo- 
tion with the laud either migrated to other parts where wars were 
still going* on or were added to the scum of the cities. 

It has been noted that the general contraction of economic 
activity and the falling olf of the court demand adversely affected 
the fortunes of artisans. There is another factor of a far-reaching 
importance which also helped to hasten the ruin of this class. The 
new foreign rulers and their native dependents came to indulge in 
habits which could be satisfied only by foreign imports. Whereas 
it was the policy of the Peshwa ii\^d his noblemen to enc'ourage and 
subsidise skilled local artisans the new government and its agents 
placed a definite premium on foreign imports. The direct and the 
indirect, the long-term and the short-term, results of the radical 
change in the wants of the money classes reduced the artisans to 
abject poverty. Prof. Green observes, ‘‘ under our rule an unheard 
of portion of the revenue of the country is spent for foreign com- 
modities. A Governor, a Member of Council, a Judge ot* a Collec- 
tor does not, as a native Raja or Jahagirdar would, spend his income 
on crowds of relatives and hangers — on of all kinds, creating a large 
demand for Bajree, Jowaree, Ghee and Gul — ^he requires liong Acre 
carriages, Arabian horses, French and Spanish wines, Parisian 
and Tjondon Millinery and a long list of. foreign etceteras. The 
ri(*h native also now imitates him in almost all these things, and 
even the comparatively poor one expends, whatever revenue he 
may have (leyoiul what is just sufficient to supply him with neces- 
saries, ill English cloth and copper, and China silver and silk/' 

The sudden and continuing fall in prices, the prevailing un- 
employment, the reduced (Condition of all trades and the desperate 
state of the public finances, could not b^|t attract the attention of 
the leading officers of Government and of the few non-official gen- 
tlemen who in those days took an intelligent interest in such 
matters. It was natural that the fall in prices and the reduced 
condition of agriculture should attract more attention than any 
other feature of the depressing phenomenon. By common consent 
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the misguided and harsh revenue measures of the early adminis- 
trators of the (V)inpany were held resjionsihle for much of the evil. 
As Lieut. Wingate observed*^ in 1841, There can he little doubt 
that the overestimate of the (‘apahilities of the Deccan formed and 
acted upon hy our early colle<‘1ors drained the <‘ountry of its 
agricultural capital, and a(‘counts in great measure for the poverty 
and distress in wliicli the cultivating population has ever since 
been plunged.” Hut the evil of low prices, unemployment and 
povetty was too universal to he explained away hy a vsingle factor, 
however im])ortani it might he hy itself. 

Over-production and uiider-coiisumptiou had their own 
8upj)orters in the controversy® that developed on the subject in 
official rej)oi‘ts and non-offi(‘ial ]nd)lications. It was contended 
that owing to a larger number of f^eople having engaged themselves 
in agri(*ulture more land had been brought under cultivation and 
hence the supply of the staple grains had increased beyond what 
was warranted hy demand. This contention was falsified by the 
shrinkage in area under cultivation due mostly to rack-renting. 
It is true that as from the year lS8f) the new survey assessment 
was introduced in taluka after taluka, more land was brought 
under (‘ultivation and the total imoduction increavsed. But as an 
explanation of a jdieiionjenon whi(di wms ex])erienced with contract- 

7 Relectionfi fiom the Records of the Oovernnieiit of Bombay, New Series, 
No. CIjT, 1877. Papers relative to the rates of Assessment in Indapnr, Bhimthadi, 
Pabal and Havel i Talukas of the Poona Collectorate. 

8 The reports of Settlement Officers are full of references to these differences. 
Thongh in the initial stages of the depression emphasis was laid by individual 
officers on particular factors, such as reduced demand and enhanced supply, it 
was discovered and freely admitted as the period advanced, that the shortage of 
currency and the appreciation of treasu^'e were the principal causes of the 
continued fall in prices. Tt is a different matter that this appreciation of the 
fundamental cause otf the price slump was not followed by an adequate easing 
of the land revenue demand, which went on steadily increasing. Lieuts. Nash 
and Wingate, and Lieut. Col. Francis were the principal officers who went into 
the merits of the price controversy. That non-official gentlemen were taking a 
keen interest in the matter is indicated by the reference to the Indian Economist 
(sea footnote 9) and hy the work of Prof, Green, 
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ing as well as expanding (*ultivation excessive supply could have 
no significance. Those who pointed to the reduction in demand as 
a principal cause of the depression were on surer ground. The 
conslant w^arlike activity of the Maratlia goveriiineiit kept up a 
very strong demand for most ariiclea and especially for grain and 
fodder. British peace and British administration sjielled reduced 
demand for the prodmds of the faj*mer as well as the artisan. 
There were, however, more subtle forces that were working in the 
direction of lowering prices. 

In the first place, there was the scarcity of treasure. The 
employment of the Maratha troops in other parts of India had 
always brought to the Deccan a steady flow of specie in payment 
of the services of the vsoldiers and other camp follow^ers. The 
Chnvth and Sirdeshmvkhi levied from other provinces was remitted 
to Poona through hankers. Pnder British rule this inflow of 
specie ceased altogether and as tlie old sto(*k w^as gradually spent 
out a considerable scarcity of treasure must have been caused. A 
fall in prices originally indu(‘ed hy a great and vsudden (‘essation 
of demand Avas drawm out and perpetuated by a growing scarcity 
of specie. This was a period in which the means of communication 
between the different ])arts of the Deccan and between the ])ec(*an 
and other parts of tlie country were l>eiiig steadily improved. 
The trade relations between India and tfie external world were 
also becoming more and more intimate. The broad movements of 
the price-level due to world supply of the precious metals must 
have produced some influence on the situation in the Deccan as 
well. That this was so might be inferred from the fact that when 
the great depression in the Deccan at last showed a tendency to 
lift, it did so in sympathy with the cheapening of the precious 
metals at about the middle of the last (‘entiiry. It is interesting 
to record that this was the view^ expressed by a journal called the 
Jvdimi whioh in 1875 had undertaken a study of the 

economic conditions in the Deccan. 

0 A reference to this Journal is made in the First Revision Settlement Report 
of llfndlia Taluks in the Bholapur CoUectorate, Selections from the Records of 
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It is more than i)rohable lluit the prices in the Deccan during* 
the period immediately following the introduction of British rule 
were atfectted by shortage of curieiu y as much as, if not more than, 
by the scarcity and appreciation of sx)ecie. Under the Peshwa’s^^ 
Gorernment mints for the coinage of (opper, silver and gold were 
established in different parts of the country. Many of these were 
run by private licensees under the regulation and supervision of 
the state. It was easy for mer(‘hants and bankers to get their 
bullion coined at tliese mints, and thus the supi)ly of currency was 
‘ automatically ’ adjusted to the demand. Ujider the British^’ 
(Tovernment all these mints in the districts and smaller towns were 
closed and for a time even the Poona mint was suspended. This 
led to great hardsliip among the business community and lienee 
the mint had to be reopened. It seems to have l>een the polic.N 
of the early administrators to loncentrate minting at Bombay and 
Madras. But as the trade relations between the different parts oi 
the two pj'esidencies were not brisk great shortage of (‘urrency was 
experienced in several localities. The representations of local 
officers and businessmen led tor a time to the continutuice of the 
mints at Poona and CTiaiidor in Nasik. But on the whole there 
appears little reason to doubt the validity of the comdusion that a 
policy of concentration of curren(*y supjdy in advance of the 
commercial unification of the country made for low prices in several 
tracts. 

The termination of the inflow^ of specie into the Deccan, the 
rising prices of gold and silver, the inadequate supply of (‘urreiicy 
and the growing demand for its services on ac<‘ount of the expansion 
of trade and the replac’ement of barter, all these special and 
general influen(*es, produc‘ed a very prolonged and, on the whole. 


the Government of Bombay, New Keries No. CL. It would bo interesting to have 
further information of the career of thi« journal. 

10 Kanade, Currencies and Mints under Maratba Kule. 

'41 Mr. Chaplin’s Keport, 

F. 13 
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harmful period of low prices iu the Deccan, In the European^^ 
countries also the period lietween 1820 and 1850 was one of falling 
prices. The cessation of the Napoleonic wars had given a new 
impulse to the consolidation and extension of trade relations. At 
a time when the demand for the means of exchange was rapidly 
«4|icreasing the output of the j)recious metals w^as increasing very 
tardily. The situation was rendered more acute by the fact that 
over a large part of the continent money economy was replacing 
barter during this very period. In all these respects, as also in 
the final uplifting of the prit^e-level in the middle of the ('eniury 
we trace a close parallel between what was happening in the Deccan 
and what was going on in the advanced parts of the world. In 
fact the era of the interdependence of internal and world prices 
w’as inaugurated in the Deccan during this period folh^wing the 
advent of British rule. 


itt W. T. Layton’fl Introduction lo the Btudy of Prices* Chapter V. 
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1. Introduction. 

li will he reiuembeied (hat last year in introduring this 
siibjei t 1 had expressed my inability to exhaust it for want of 
spa('e and lime, etc. I had not therefore dealt witli the topics 
like ‘ the new ideas as regards the nature and fun(*tiou8 of money, 
the gold bullion standard and the effects sterilising gold started 
by the United States of America, etc/ T bad hoped that some 
other members would deal wilh them and thus all tbe aspects of 
the subject would come under notice of the confereiu'e. It is to 
be regretted that the subject did not attract the amount of 
attention which it deserved and therefore it luul again to be 
included in the list, this year. I therefore take this opportunity 
to give an account of some of the remaining problems which have 
come to the fore in this direction. I am afraid the subject is so 
vast that it will not be possible to finish it within one single paper 
even this year — specially because the space is so limited. 1 have 
therefore omitted the disiuission of the problem of “ Stable Money ’’ 
or what is known as the question of suitable “ Standard.’^ This 
requires at least a full paper for itself. 

First let us see what a revolution has taken place or is af. 
present developing in the peoples^ ideas regarding the nature and 
functions of money. 
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2. The Nature of Money. 


The first question as regards the nature of money is: What 
is it}' A most facile answer to this question used to be given in 
the text books that it was the medium of ex(‘hange. For instance, 
let us see what some of the writers in the pre-war days said : 

(1) “It is the medium by which exchanges are effected/' 

{Taussiu),^ 

(2) “ . . . . And the commodity itself will become a 

‘ currency ' or medium of exchange.” {W ichuteed)'^ 

(3) “ . . . . Money is the mere instrument of transfer.” 

{MiVy 

(4) “ . . , . I think it convenient for many purposes to 

keep close — as Bagehot implicitly does — to the use, 
of the term ^ money ' current in tiie money market, 
and to denote by it the whole of the ordinary medium 
of exchange. ’ ^ (Sidf/wickY 

(5) “ In its simplest form money is a concrete medium of 

exchan ge . ” (C(m na n 

(6) “ Thus money may be called (uirrent commodity, be(*,ause 

it is mendiandise chosen to run about as a medium of 
ex(d) an ge . ” {JcvomY 

All this has changed and the following ideas now find greater 
favour with the post-war writers. 

1 PniicMpleB, Vol. I (1911), MacmillanB, 19ti0 Kd. 

*i (’fjinnxmsense, Vol. 1, p. 136, Jloidledf^e, 1933 Ed. Tho book waH origiually 
written at the end of the last century. 

3 Quoted by Sidgwick in his Principles, p. ‘2,30. Macinillans, 1924 Ed. First 
published in 1883. 

4 Principles, p. 232. Macmillans, 1924 Ed. First imblished in 1883. 

:» Elementary Political Economy, p. 31. Third edition. Oxford Oniveraity 
Press. First published in 1888. 

6 Political Economy : Science Priuicr Senes, p. 105, Macmillans, 1919 Bd. 
First published in 1878r 
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(1) “ iSoniething* \vhi(*h in merely used as a eonveuieui 

mediiiiu of excdian^^e on the spot may approacdi to 
l>eiug* moiie> , iiiasmiudi as it may represent a means 
of holding General Purchasing Power. But if this 
is all, we have scar(*ely emerged from the stag'e of 
Barter. Money Proper in the full sense of the term 
can only exist in relation to a money — of — Accouni, 
.... namely, that in which debts and prices and 
(jeneral Pui chasing Power are expresvsed. Money 
itselt, namelx , that by delivery of which debt- 
con irat'ts and i)ri(‘e-(*ontracts are discharged, and in 
the sha])e of whi(‘h a store of General Purchasing 
Power is held . . . (/\c//nAsp 

(2) “ * Money ’ is to be taken to be convertible with 

^ currency ’ and therefore to consist of all those things 
whi(h are (at any time and ))la<*e) generally current 
withoui doubt or special imjiiiry, as means of 
[mrchasing commodities and services, and of defray- 
ing commercial obligations.” (^Marshall)^ 

(l\) “ Money is therefore a commodity chosen by common 
consent 1o be a measure (rf \alue and a means of 
ex(‘hange l)etween all other commodities.” ('rhfntiasY* 
(4) ” Money is .... circulating purchasing power . . . . 
By ‘ money ’ e<*onomists usually mean anything that 

(i) passed from hand to hand througliout a community 
in payment for commodities and services, and 

(ii) regularly taken with the intention of offering it 
in payment to others, and (iii) cu.stomarily received 
without assay or other spe<*ial test of quality or 
quantity, and (iv) iweived without reference to or 
reliance upon the personal credit of the one who 

7 A Treatise on Money, Vo], 1, p, a. MactnillaiiB, 1930. 

8 Money, Credit and Cominercje, p. IB. Macmillans, 1923. 

9 Elements of Economics, p. Bd7. Gregg, Third edition. 
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offers it .... To cover all this, we shall use the 
terii) ‘ currency {Foster mid CatchivgsY^ 

(6) “ Now anythin^^ which is ^yeuerally accepted as means 
of (‘ompletiiijj;* contracts, and li(iuidating debts, is 
called money. Money arises as a matter of cAistom, 
but ill all modern societies it has been crystallised by 
law . . . (Lchfeldty^ 

(0) In this book, the term money will be used to denote 
anything which is widely ai’cepted in payment for 
floods, or in disidiarge of other kinds of business 
obligations . . . (Rohort Sony‘S 

Altliougli none of these post-war explanations strictly conforms 
to the rules of logical definition, yet the main underlying idea is 
sufficiently (dear. If money is to be dthned with the help of any 
one of its functions rather than by stating its own genus and 
differentia, then we had better take the most fundamental and the 
primary funclion wliich ,is, that it is llie (‘ommon measure of 
value, and not a derived one, viz., that it is the medium of 
exchange. The fact that this latter is a mere corollary of the first 
is more and more (‘oming to be re(*ognised as time ])avS8es. Any- 
thing is used as a (‘onimon medium of exchange simply because it 
measures value. But wt cannot reverse the ])ro<»ess and say that 
anything measures value in general because it is used as a medium 
of exchange. Both parties to an exchange transaction instinctively 
attempt to (‘ompare the value of the article which each of them 
obtains with that of the one which he is giving. Under barter 
every article is thus a medivm of e or change because it measures 
the value of any other with which it is being exchanged at the 
moment. To say therefore that money is a medium of exchange 
is neither to point out its genus nor its differentia. There are 


JO Money, pp. 17-18. Second edition Pitman. 

*1 :S?oney, pp. 7 8. Oxford UniverBity Press, 1930 edition. 

12 Money, p. 2. Cambridge Economics Handbooks, 1928 edition. 
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many media of exchange which cannot be put in the same general 
class with money. In fact everything which can be, or actually 
is, exchanged is a medium of excliaiige. To say that money is a 
medium of exchange therefore amounts to little more than asserting 
that it is a thing which possesses exchangeability. 

Let us put all this in a different Avay. There is a common 
saying, viz., “ Beautiful is that beautiful does.’’ We can follow 
this and say that money is what money does. Now what does 
money doS^ Money does many things which are done by many 
other things also. It is therefore no use enumerating all the 
functions which money performs and call that inventory as the 
definition of money. There must be vsomething very peculiar to 
money which is not common to any other thing. It is obvious that 
money does not satisfy any of the three elemental wants of man, 
viz., food, clothing, and shelter. It is not a primary commodity. 
We shall therefore (dass money as an ‘ instrumental good.’ So 
much about its genus. It is misleading to des(‘>ribe money as that 
good which facilitates exchange. It is true that it does facilitate 
exchange. But the cases in which it does not do so at any rate 
directly are far more numerous than those in which it does. Nor 
can this work be describcKl as its primary function. It facilitates 
exchange because it does something more fundamental, and which 
is not done by anything else among those whurh also facilitate 
exchange and thus in this respect are equal or rival of money, 
i.e., instruments of credit. Now what is that which money does 
and w’hich instruments of credit do not do? It is the work of 
measuring exchange value of all economic goods other than itself. 
As was pointed out l)ef()re every article measures the value of any 
other with which it is being exchanged at the moment. But it is 
only money whic^h measures the value of every other article in 
general and not only of any particular one at any time. We 
estimate the exchange value of any and everything in terms of 
money. We cannot do that in terms of cheques or bills of exchange 
or any other instruments of credit. It is perfectly true that 
cheqAies or bills of exchange also complete our exchange transac- 
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tioiis — ^aiid in many (‘.ases without any transfer of money at all, 
i.e., simply through entries in the books of banks. But all 
instruments are based on money. Money serves as the founda- 
tion of all credit by measuiing: the value of everything — ^even of the 
instruments of credit. 

All the instruments of credit and other means of exchange 
mmi be translated and expressed in terms of money before they 
can facilitate exchange. The facilitating of the measurement of 
exchange value therefore is the greatest service of money even in 
cases where it serves as medium of exchange. It should be 
lemembered that money measures values not only in exchange 
transactions but also where there is no ex<*hange, e.g., in the case 
of the stock valuation done by the shopkeepers, or the valuation 
of social or national properties like gardens or public buildings 
and other private and public assets. 

In the light of all this the definition of money w’hich makes 
the nearest approach to triith w’ould seem to l)e that money is that 
instrumental good which is commonly used as tlie measurement of 
exchange value of all other economic goods. 

This fundamental idea is also exi)re8sed in the following 
ways — 

(1) Money is the (*ommon denominator of value {Jovons). 

(2) Money is the standard of value (Lehfeldt). 

(3) Money is the unit of account (Cassel). 

‘‘The metlium of exchange’’ theory of the nature of money has, 
however, given rise to a great confusion which has in fact increased 
rather than diminished during the post-war period. The believers 
in this theory find a great difficulty in distinguishing betw^een 
money and instruments of credit. Thus we hear people si}eaking 
of ‘ hank money ’ and ‘ che<iue currency ’ and that we shouldl 

13 It should 'bo noticed tliat the iunction of money which we have called the 
meet fundamental and primary, viz., that money measures values is not itself a 
imt-war discovery, All that is implied in the text is that its importance is more 
ckiMrly seeia now than was the case previously. 



J?OST-WAR DEVELOPMENTS IN MONETARY THEORY 359 


regard ‘ deiiiaud ' or ‘ current ’ or ‘ cdiekable ’ deposits as 
equivalent of money. These instruments (or kinds) of credit 
facilitate exchange as nicely us money, and are therefore as good 
media of exchange. They have the same ehectts on the value of 
money or general level of i)rices as the quantity of money. Accord- 
ing to this school, for all jiractical purposes they aie UvS good as coins 
and notes and should therefore be regarded as money. It is 
frequently said that there is no fundamental diherence between 
a note and a (dieque. This again is a mistake. Both of them, it 
is true, originate with the deposit in banks (real or fictitious, it 
does not matter). Hut the note is a promise and the issuers' own 
obligation, whereas the cheque is an order and in this case the 
banks' obligation to pay is conditional. The acceptance of a cheque 
by a creditor is also fundamentally, it not formally, conditional. 
The cheque is not a final settleineut of a debt till the bank drawn 
Upon has not honoured it. All this does not amount to saying 
that the cheques are undesirable and that the growing intangibility 
of money should not he welcomed. We are simply pointing out 
wliy cheques should not be regarded as money. 

Again, if one kind of (*redit is to be regarded as money there 
is no reason why other kinds should also not be so regarded. The 
absurdity of this position at once becomes clear. We steer clear 
of this difficulty if we treat money, not primarily as the medium 
of exchange, hut a unit of ai-count. These two modern ideas cannot 
run parallel to each other for a long time. Sooner or later it is 
bound to be recognised that the iiivstruments of credit serve as a 
medium of exchange only l)ecau8e fundamentally their own value 
is measured in terms of money. You can buy a commodity with 
the help of a cheque, but before the cheque is drawn and handed 
over to the seller, money has done its work, i.e., the buyer and 
the seller have agreed in their measurement of the value of that 
commodity. Cheques and bills of exchange do not measure values. 
But money does. Nor does the fact, that the supply of, and the 
demand for, instruments of credit have the same effect on the 
value of money, or the general level of prices as the supply of and 
fr* U 
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the deniaiul for money itself, entitle them to be included in thd 
category of money. There are many things in the world which 
have the same eheci on their value us the changes in the supply 
of or the demand for those things themselves. Yet nobody thinks 
that the substitutes for an;y thing can be (or should be) regarded as 
the thing itself, instruments of credit are good substitutes for 
money in some respects. In some otliei* respects money caimot be 
substituted at all. 13ut the substitutes for money will always 
remain substitutes till they do tiot i)erf()nn exactl}- tlie same task 
as money, i.e., measuring of values. 

We must also briefly refer at this stage to the contusion of 
the terms ‘ money ’ and ‘ currency.’ Some writers use these two 
terms indiscriminately, as if they were syiumymoiis. The post- 
war general tendeiuiy, however, is to use the term ‘ money ’ in a 
wider sense than ^ currency.' I personally do not like this and 
would rather reverse the process. Prof. Caiuiaii for instance, 
thinks that the meaning of the term ‘ currency ^ is sufliciently 
indicated by its etymology; i.e., something which ‘ runs.’ Accord- 
ing to him it is only coins and notes ‘ which are said to be ‘ (uirrent ’ 
because they ‘ run ’ easily from hand to haiid.”^^* Their quality 
for ‘ i'unning ’ is streiigtliened because they are declared to be 
‘ legal teiubu’ ’ f)y the state, i.e., the (ueditor can be legally 
(‘ompelled to ac(*e])t timin in final discharge of debts owed to him. 

In short, the essential feature of currency is to be current — that 
is , to ‘ run ’ easily f?*om Imiol to hand in consequence of having 
secured, no matter by wdmt means, the quality of general accept- 
ability at known rates. I would add that this quality of 
general ar(‘eptnbilify wliitdi enables the coins and notes to ^ run ’ is 
again limited hy spa<‘e. Tlie coins and notes ‘ run ’ within the 
(‘ountry of issue. ^ 

But surely in that sense they do not differ from cheques and 
other instruments of <‘Tedit. That notes and coins ‘ run ' more 

1^1 Modern Curreney, p. ‘2. V. B. Kinjj, loai. 

10 Ibid., p. 4. 
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easily in u ronntry is iriie enouj^li. lint the area within which 
^ Bills of exchange ’ ‘ run ’ iransconds the naiioiial houndaries. 
(lieqiies also niidonbtedly ^ nin,’ witliin a liniiled sphere though. 
The liniils of s})a(*e caiinol he made Ihe basis of any scientific 
(‘lassification. Everythinij;* ihal is * (*iirrent * no matter within a 
limited or an nnlimiied field is ‘ (‘urremy/ But only that which 
measures value* is ^ money.’ However, iliis is after all a mailer 
of terminolo^'y and P?ol. (’annan is (piile ri^dil in saying’ lhal 
it is useless ^ to sland in Ihe way dis])ulin^’ * and il is worlh one’s 
while lo do tin* ‘ salving’ ’ of om*’s ‘ consciema* compleiely hy Ihe 
siinjde e.\i)edi(*nl of scrah binjj^ oul ‘ curr(*ncy ' and snhslilulin^ 
* notes and (*oin.’^^' 

Some other comejfis of money havt* also found favour with a 
few’ e(a)nomislR- Er>r instance, 

(1) Mf)st of the German e<*onomists and the Brilish Treasury 
rc'presented hy Mr. 1 1 aw trey lake the view that money is merely an 
objective rein*esentalion of debts which it lej^ally enables one to 
settle. This is really not much different from sayin^^ that money 
is the medium of exchan;;^e. Tsually ihe concept of debt involves 
a ])eriod of time. There is the transfer of f^'oods and services on 
one side and there is tin* tiansfer of moin*> after vSome time on the 
other. But if we think of it, a cash transaction also involves a 
debt only wuth the ditference that that debt is one in respect of the 
li([uidation of wd»i<‘h the element of time has become very short. 
All that we have urned aj^ainst money bein^ defined as the medium 
of exchanj^e therefore* applies also to defininjj;' it as a nieaTis of 
dischargee of debts. 

( 2 ) Knapp thinks (hat money is the means of })ayment. In 
his opinion means of payment and the mmins of exchange are not 
the same thing. Everything which is exchanged is a means of 
exchange. But ])aiyment is not a mere transfer. We make 
payments also with pieces of paper wdiii’h are exchanged simply 
1>ecause they are means of payment. On the other hand although 


16 Ibid., p. «. 
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ull ^‘oods and Hervices are means of excdiange yet they cannot be 
regarded as means of payment. A^eeording to Knapp the essential 
(diaracterivsii(* of a means of payment is that it expresses units of 
value. Thus this com^ept turns out, to be not very different from 
the one we Irave advocated above. 

C4) Lei us take one more concept. It is said that money is a 
claim on the products of society or that money is general purchas- 
ing power. This is explained by saying lhat anyone can 
have goods and services produced by society only to the extent 
that he has supplied himself or is siipplied by others with a claim. 
In this sense money is an evidence or a certificate of the fact that 
the possessor rendered some good to society or somebody else did 
so oil his behalf and that a similar amount of good should be done 
to him by society in the manner he himself chooses. There is a 
big grain of truth in this idea. But in reality this is nothing 
more than looking at excdiange from an angle opposite to that of 
discdiarging of debts. An exchange transaction can be looked at 
by either party to it from, the viewpoint of its own claim or 
obligation. Secondly, to say that money is general purchasing 
power or a store of value is simply using a metaphor rather than 
a scientific expression. This gives the impression that ^ purchasing 
power ’ is something physical and can be measured as the * horse 
liower ’ of an engine or the electric power in* a battery is measured. 
We shall see that more (dearly later on in connection with the 
discussion of functions of money. 


ri The Ckimposltion of Money. 


Next comes the development as regards the contents of money. 
To put it baldly the question is ; should money be made of some- 
thing valuable The nineteenth ( entury economists used to discuse 
the merits of this or that metal selected for coining and frequently 
spoke of the * intrinsic value ’ of money. That meaningless phrase 
has now almost disappeared from the text books. * Value*' after 
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all is nothing concrete. Tt is only a relation and relation must 
exist at least between two thinp^s. Ft could not be embodied in any 
vsinf^le tbinpr. Even the conce]d of ‘ value in use ' can have no 
meaning* apart from a relation between the user and the article 
consumed. ^ Usefulness ’ and ^ desirability ’ which seem to be 
implied by the phrase ‘ value in use ^ is supposed to be an 
attribute of ob.ie(‘ts. Bui a little (‘rmsideration will show that 
nothing: can be useful or desirable unless there is somebody to 
desire or to use a particular obieci. A diamond is not useful or 
desirable (i.e., an object of desire) for one wbo does not know bow 
to use it. Tts desirability or usefulness comes into beinpr only 
when somebody appears on the s(*ene wbo desires a diamond either 
for ostentation and ornamentation of bis body or for some other 
purposes such as to use it in medicine or for cuttincf the pieces of 
prlass, etc. 

* Intrinsic value ’ was meant to indicate that a coin had two 
values — ^ the face value ’ or the value frivpu to it hy the stamp of 
the issuinpr authority and the value of the metal contained in it. 
But even if there was any necessity of makiiif? this distinction, the 
phrase employed was most unfortunate and a most misleading? on© 
and its disaupearance is to be welcomed rather than re^*:rett-ed. 
The possibility that the value (»f the metal (ontained in a coin may 
be different from the one cfiven to it by convention or law is not 
denied. This was seen from the very beprinnins? as rei?ards the token 
coins of small denominations. But nobody takes any notice of the 
copper or bronze contained in a small coin and no important theory 
is based on this distinction. If in some cases it becomes necessary 
to make such a distinction at all, we now speak o-f ^ metallic value * 
and the ^ face value ^ and not of ' intrinsic value.’ 

Similarly, the discussion of the attrihntes of particular metals 
for the purposes of coiniuf?, is also fast disappearin*? from the text 
liooks on money. Thus we do not speak so much now of 
^ durability, ’ * divisibility,’ * portability,’ and so many other 
^ bilities ’ in connection with the selection of the substance of which 
money is to be made* This is so liecause except the token coins 
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minied for ftniall tranisaciions we do not make ^ standard money ^ 
of any ineial whatsoever in Ihe modern — or shall I say in the post- 
war Morld, (juld coins used to he thought an indispensable 
eoncomitant of ilie ‘ gold standard.’ But the post-war restoration 
of that standard has dispensed with what seemed, at one time, io 
he indispensable. Fundamentally there is no difference between 
a note and a token <*(nn and for the purposes of milling such <*oins 
})ractically all metals are of equal worth. If I mistake not, 
(Germany actually milled iron-marks during the post;-war period. 
The former idea that money must he made of something valuable 
is really based on two misconceptions. One was that primarily 
money was the medium of exchange and tlie other which was a 
natural resultant of the first, that it must he a physical (‘ominodity. 
The light as regards the true nature of money is now gradually 
dawning upon liumanity. Juvst as the intelligence and proficiency 
of a (*andidate sitting for any examination can he tested, measured 
and compared Avith that of any other examinee with the help of the 
device of allotting marks for the correctness of answers, similarly 
value can he measured by means of some convention universally 
agreed upon within a community and legally recognised by the 
authority. Marks oldained in an examination are purely conven- 
tional and abstract. Similarly, a convention can he established as 
regards measurement and <‘oiuparison of vtilues. This is not fiction 
hut fact and the world is coining to lecognise it. There is no 
difficulty in imagining that if by some chance all the so-called 
money were ihroAvn into the bottom of ilie sea hut people continued 
to think that it still existed, they could still cahmlate ihe values 
of things in non-material rupees, annas and pies and the world 
will not he poorer for that. It is quite a])parent that ihe measure 
of value need not also ],e the nu'dium of exchange. The settlement 
of accounts with the help of Iniok transfers through banks is an 
unmistakable development in that direction. Money is becoming 
more and more spiritiialised every day. First great step in 
pricking the bubble of the * commodity money theory * was taken 
when people woke up to the realisation that token money can 
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lueaBure vahie.s as satisfactorily as the ‘ full-lK)clied siaiulard coins/ 
The next ^reai stride was made wJioa people ac(*orded the same 
general a<‘ceptal)iliiy to coiive: 1 ilde paper moiie^ as to the gold or 
silver coins. Then (‘uine the imoiivertible ])a])er. Final di,sillusion- 
iiient wiis reached when peoj)le saw that there are various denomina- 
tions of money wliich do not exist i)hysically at all, and still they 
do the primary work of mone\, i.e., measurement of values or 
lajeping of accounts, as satisfactorily as its otliei* physitail represen- 
tatives. For example, a guinea does not exist and still in ([uite a 
large numher of firms in Knglaiid accounts are kept in terms of 
guineas. Similarly, iji (lermany for (piite a long time after the 
w<‘n‘ all tiansact ions uere re(‘orded in terms ot gold marks altliough 
they did not exist and could not therefore ]»ass fiom hand to hand. 

Ideal money or money of ji(‘count is that in \\ hicli ucnounts are 
kept. In the middle ages, when actual money was continually 
tampered >\ilh, the (‘ontinental merchants were compelled to keep 
accounts in sciulty whi('h were not coined, In a particular island 
inhabited by certain primitive ])eo])le immovable stones were 
regarded as money, (bily, they were not delivered and remained 
lying where they were. The purchaser sinqdy acknowledged the 
passing of his ownership of them to somebody else from whom he 
bought something. Similarly, the ‘ gulden ’ and ‘ {*rowns ' (five 
shilling ])ieces) are not minted at all nowadays. As soon as oiu' 
task of keeping acc'ounts or measuring values can be canned on 
with as great an ease as is ])ossible, it does not matter whether we 
keep metallic coins in our ]>ockets or in cotters and vaults of banks 
or leave the money metals in the mines themselves. The tusk of 
facilitating excdiange is a secondary one and i*aii he performed hy 
any kind of medium, material or nou -material, provided general 
ac(*eptal)ility has been accorded to it for the purpose of measuring 
values. 

Take, for instance, my own case. I do not get silver rupees 
from the Punjab ITiiiversity nor even a cheque. The knowledge 

17 Migmaii, Principles, p. 461. Longmans, 1928 edition. 
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that tht* university autliorises the bank on the Ist of every month 
1<> jiay me so uuu'h on deniand is quite enough to satisfy me. 
The (lieque drawn l)y the University is sent directly to the hank. 
Similarly, it 1 get goods and services from shopkeepers and 
servants and give them an assurance, as the university does in 
my case, lhal I uill aiitliorise the bank to debit me tor such and 
sucli an amount and (Tedit them for it, there would not be the 
slig'hiesl difference l>ei\veen this position and the one existing 
now when 1 buy goods and services with the help of hard cash 
(or liquid tiinds). And this process can he increased ad infinitum. 
In all such (*ases money, though not existing physicallj% yet is 
doing its primary work of measuring values. True that this 
implies a great trust. B\it so do all businesses. To say that on 
ac(ujiint of mistrust ‘ money ’ must assume a physi(*al form is to 
confess that physi(ial forms of money are simply relics of those 
barbaric* times when mistrust ruled supreme. It is wrongly 
supposed that gold or silver coins used in a country serve as indices 
of civilization and prosperity. Thej^ do nothing of the kind; and 
if tlie sense of responsibility and trust have anything to do with 
civilization and prosperity, the smooth working of economic 
organisation without the help of physical money would (‘ertainly 
indicate the approach of higliest. civilization. 

Tills discovery may be regarded as the highest perfection in 
monetary theory. What is the use of spending so mu(*h of human 
energy and other productive resources of the world in giving* a 
physi(*al shape to money when the same work can be done with an 
imaginary thing. Tu Algebra we calculate quantities in terms of 
a, I), c; in Trigonometry we use thetas (d) and phies (<^), etc. 
Similarly, we can measure values in terms of any imaginary unit. 
So long as the unit of account is common and popular, it matters 
little whether it is materia] or non-material, the difficulty of barter 
is not likely to reappear. If ever value comes to be measured in 
that 'vay, it w’ould not be the only phenomenon of its kind. 
There are, many things in the world such as ‘ temperature,’ ‘ rain/ 

* motive power, ^ ‘ air and blood pressures,’ and consumption of 
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electric current, etc., which are measured in terms of units which 
it is not 80 easy to define. Indeed, even the units of weights and 
space also are purely conventional. Nobody thinks of iuvsistiiig 
that, e.g., his cloth should be measured by a yard stick made of 
this or that metal or substance. And there is no reason why the 
yard stick for measuring value should be made of silver or gold 
or of any other particular thing. 

The most central principle of E(‘onomics is the getting of 
maximum enjoyment at minimum cost. Therefore the less your 
money costs to make, the more sound that position would be from 
the economic point of view ; and the more cosily the money to make 
is, the less economic it must be. The greater the metallic money 
in use the smaller the instruments of credit; and in such a case 
the likelihood is that the expansion of trade will be retarded. But 
against that a very strong objection is urged. It is that if the 
obligation to pay cash is removed from among the responsibilities 
of banks, etc., then the dangers of inflation will increase as there 
w'ill be nothing to prevent the banks and other lending institutions 
to expand their credit indefinitely; and the value of money will 
be most unstable. As it is, inflation tends to be most rampant in 
a country where inconvertible pajyer money is ivssued. And if the 
\mi\ of a(*count bettomes altogether intangible, the control and 
management of curaency affairs will be most difficult. This 
objection is based on a misunderstanding. II in a distant future 
such an ideal state of affairs becomes a reality, then the nature of 
banks will also be entirely changed. They will simply become the 
registrars of accounts of the business community or society in 
general. This will not be communism as some timid people might 
think. We shall not begin to study the needs of every individual 
and give him goods and services accordingly. We shall not begin 
to dictate what he shall produce and what he shall and shall not 
do. People will continue to produce what they like and reap the 
reward according to merit. Goods and services will be produced 
i|nd exchanged as usual. Banks wdll lend their book credit as they 
do now. The basis of their lendings will he their claims on the 
P. 15 
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j»(>ods and servi(*evS of others who (‘an neither utilise these them* 
selves nor can find those who can, and therefore entrust tlie hanks 
to find them. Substantially this is the position of hanks even 
today. They have, aintmj^* their assets, shares, stocks, bonds and 
securities of different companies and of government. They have 
property in goods. They have their goodwill and a very little 
amount of cash. So long* as they are satiwsfied and confident that 
their assets, tangible and intangible, are in such a state as to 
enable them to meet all their obligations within a reasonable time, 
they have nothing to fear. This position will not be changed eA^en 
when that small amount of cash is replaced by other Intangible 
assets. It is tlie confidence and trust which is, at bottom, the 
basis of all businesses including that of banks. Let this coiitidenoe 
and trust extend a little more and we (*an take the final plunge, 
Bui this extension leading to final disappearance of physical forms 
of money is neither likely to be realised in the near future nor it 
is so easy, (xreatest possible <‘are is necessary. The credit 
inu(*hinery is already so , delicate and fine, that a little sho(‘k has 
often wrought havoc with it. It ma^ take centuries for humanity 
to educate itself to such a high degree as to enable this consumma- 
tion to materialise. Here I have only endeavoured to show the 
direction in which the world is moving. So far as the subsidiary 
coins of small denominations are concen^ed, probably the stage 
will never (*ome when v^e could dispense with them. The (jiiestion 
of stability of value of money, however, will be dealt with at a 
later stage in this paper. 

4. Importance of Money. 

The fact, that in deciding the true nature of money, attentioil 
is iiow fixed on the function of measuring values, has given rise 
to another very important result. In tlie pre-war period the text- 
book writers ccmfined and contented themselves Avith shoA^mg the 
UvsefulnesH and importance of money in connection* with the 
<lepartment of Economics, know'ri as * Value and Exchange,^ 
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They finished by pointing out the diffienlties of barter. But lIov^ 
it is realised how the money measurement of vahies serves the 
eonsumer in distributino* his expenses over difierent thinpfs, how 
it helps in saving* and lending and (‘leation of (•ai)ital and how ii 
eiK^ourages sj)erialisation or division of labour; how \i gives a more 
definile sliape to a man’s ineoine >\hi(*h is very necessary tor 
understanding and improving his relative ])osition as compared to 
liis co-^vorkers and masters. vSimilarlv, the significance of money 
meaMirenient in the de]»artment ot Public* Finance is no less great. 
As (*v(*ry beginner knows well, immetarv calculations make for 
certaint\ in budgeting and in taxation and eliminate the possibility 
of aibitrary exactions. And most signifi(‘ant of all is a recent 
tendency of the writers attaching great significance to the changes 
in monetary s(‘ale of valuation as a factor in bringing about eco- 
nomic bocuns or in iireventing and alleviating e(‘onomic depressions 
which so often lead to imjiortant economic* consequence for 
h umanity.i* 

Thus money measurement has pervaded all the departments 
of Economic s and is no longer confined to * Value and Exchange ’ 
only. We now describe our present economic order as based on 
‘ Money economy 

We c an therefore rightly say with the Urdu Poet 

and again 

18 (A) Keynes, A Treatise, Vol. I, pp 202— 7o, Fi>st Edition. Macmillans 

(B) Pigou, Industrial Fluctuations, pp. 99 — 106, 210 — 19 , 251 — 305. 

19 See the importance of money as discussed m the current literal ure from — 
(a) Robertson’s Money, pp. 4 — 16, Cambricige University Press, 1023 edition 

(fi) Foster and Catchings, Money, pp. 1^ — 14 and also 250—297. 

(c) Keynes, A Treatise, pp, 1—76, Macmillans, 1924 reprintech 
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But let not this mislead anybody into thinking that money is 
an all«important phenomenon for the prosperity of humanity, 
ITseful goods and services are of far greater importance than 
money. And ultimately it is the satisfaction of man which is 
of the utmost importance in all economic matters. Money after 
all measures values of goods and services and pretends to measure 
man’s satisfaction. The measure cannot in any case be more 
important than the thing measured. 

r>. Functions of Money. 

A general tendency is now growing to omit the discussion of 
functions of money from the text books. This tendency is not 
sufficiently noticed and I cannot say whether it is deliberate. But 
its existence cannot be doubted. No formal divscussioii of functions 
of money appears in any of the standard works on the subject 
recently published.^ But this tendency is not unwelcome. After 
all what used to be said on the subject before, was at least 
superfluous if not irrelevi^nt. Some of the so-called fun(»tions were 
nothing hut a different way of putting the same thing, vi-?., that 
money measures values. Some others were obvious corollaries of 
this and at least one was positively absurd. Let us first see what 
these were. 

(1) Money serves as the measurement* or standard or common 

denominator of values 

(2) Money facilitates exchange 

( 3 ) Money serves as the standard of deferred payments 

(4) Money serves as a final discharge of debts 

(6) Money serves to transfer value 

(6) Money is the store of value 
and so on and so forth.^i 

20 For instance, Cannan, Keynes, Foster and Catchings, Boberteon, Lehfeldt, 
etc., have no chapter in their books dealing with functions of money. 

sa For an elaborate, account of these see (a) Anderson, Value of Money, 
pp. 417—68, Ms^Uona, 1917 ed. (b) Kinley, Money, pp. 66—77, 
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We have seen above that money facilitates exchange becjause 
it measures values. This is the case with numbers 3, 4 and 5 also. 
The sixth is unmitigated nonsense. Value which is only a parti- 
cular kind of relation between any two things cannot be stored 
at all. 

We pointed out above the undesirability of employing the 
phrase ' general purchasing power ’ in scientific disc ussions, and 
saw its misleading nature. To say that ‘ value ’ in general can 
be stored l)y money, or tor the matter of that, by anything in the 
world is to show one’s ignorance of the nature of value. If money 
can store value it would l>e equally trxte to say that a university 
certificate stores knowledge, that a thermometer stores heat, that 
an iron rod called a yard sti(‘k stores space or cloth or anything 
w’hich it measures. Money simply measures value and as a 
thermometer cannot be heat which it measures, as a university 
certificate cannot itself be knowledge, etc., so also money cannot 
be a store of value. The measure cannot he(5ome the thing 
meavsured, 

6 . Conclusion. 

(1) We have seen that money cannot be defined except with 
the help of citing one of its functions as differentia. Not only 
money but there are thousand and one things in the wamld of 
which we have fairly good idea and with which we are quite 
familiar as they are articles of daily use and yet they baffle all our 
efforts at defining. For instance, what more can one say in regard 
to the definition of a table beyond the fact that it is a piece of 
furnitxue. That is its genus. But what about its differentia:^ 
There is no reason, however, why we should hesitate to include 
one of the functions of money as its differentia in its definition. 
This could not invalidate it. A function peculiar to money is as 
good a differentia as any other could be. Money therefore <*ould 
be best defined as an instrumental good used to measure values 
of all economic goods other than itself. 
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(2) This (lefiuition has pul under shade the T>ue which had 
heconie so poj)ular before the war, viz., that it is a uiedium of 
ex<'lian< 4 i‘. This is so l)ecause the ‘ uiedium of exchange ’ tuiiclion 
is Jioi j)eculiar to money and the inclusion of this in the definition 
would make it so wide as to include the instruments (jf credit 
also in I he category of money. Money measures value of all 
things including that of the instruments of (credit. But the latter 
could not do that as their own existence requires some unit of 
account to be agreed upon universally. 

(d) It is not absolutely nec'essary that money be made {)f gohl 
or silver (»r any other substuiu'e. A conventional unit can do the 
work et|uall\ w’ell. But having regard to the enormous ignoranct' 
existing in the world today it does not seem, probably e\en for 
centuries to come, that we shall do aw'ay with physical forms of 
money. Although there is an unmistakable tendency tow’ards 
spiritualising our money altogethei* yet [)erhaps the stage will nevei* 
(‘cune when we could dispense with the subsidiary coins of small 
(leiioiniiiationH also. 

(A) Altliough the general tendency is to regard ‘ money ’ as 
a term of wider deiioiatjon than the term ‘ currency ' yet li. would 
peihaps Ive more logical to reverse the order. The iiivstruuuuits of 
credit also ‘ run ’ within their limited sphere and they are in tliis 
respect not fundamentally different from ^ money.' They must 
therefore I e regarded as * currency.’’ But they ('annot mevisure 
value and therefore coubl m)t be money. 

(5) Tin* concepts of money, viz., (a) that it is a means of 
discharging debts, (b) that it is a means of payment and (c) that 
it is a (‘laim on the products of society are seen to be not ulti- 
mately different from the coiK'eption of measurement of va,lue. 
But Hhe phrase that ‘ money * is general purchasing power is 
misleading and metaphorical. And the phrase ‘ Intrinsh* Value ' 
which used to be employed so often in monetfiry contexts is' seen 
to be useless. 

(G) Now" that the true nature of money as the measurement 
of value has become clear, the importance of money is seen to be 
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uot coiifiiied to the depurtmeiil (»f P]f(»iuiini(‘s kiiciwn as ‘ Valut* 
and Exchange ’ l)ui pervadiu^' the whrde ecoiiouiic; sinudiire of I lie 
society. And yet money is not an all-imiKotant economic 
phenomenon. It is only a measure and cannot be more important 
than that what it measures, i.e., values of poods and services and 
the satisfaction of man. 

(7) The dis(‘iission of functions of money is now fast dis- 
apxiearinp* from the text books. To say that money is a ‘ store of 
value ’ is absurd. 
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summabt 

An aiteinf)t has ])een inado in this paper to disiniss the advan- 
tages as well as the liinilations attending* on the exeention of public 
works by (lovermnents in a ])eriod of depression. The situation 
in Hritain and the T^niled States of America is noticed and the 
lojj^ical finish of Roosevelt’s techni(iue of Inflation is emphasized. It 
is ])oinied out thai if at one sla^e of the cycle, the world spends 
fnndy in a manner which in an individual, would be ruinous, it 
may so stimulate Irade thai it puts down the (*-ommodity value 
of its (‘urrencies.” Inflation and Public Works are emphasized 
as a means, noi of absorbing: all the unemployed (which is absurd), 
but (»f startinp: the trade cycle on its onward march. Indian 
financial policy, it is emphasized, must reverse its nature, and exploit 
the easy money conditions in the money market by the execution of 
well-]danned public works immediately. 


In recent discussions of measures to overcome the depression, 
the inaug*uration and execution of public works has assumed con- 
siderable impoHance. Especially after the accession of Mr* 
Roosevelt to power in the XTnited States of America, the X)ro^?ramme 
of economic recovery, designed to raise the level of prices by 
inflation has included, ns an important item, schemes of public 
works. The construction of works of public utility is, no longer, 
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the nostrum of qii«*ioks» but is accepted as a scientific remedy for 
economic, ills. The monetary implications of such public works, 
the difficulties that altend on, and the problems that arise out of the 
e^ecuition of su<*b public works, have bulked larjj^e in recent 
economic literature, especially since the publication of T)r. Keynes’ 
pamphlet Means to Prosperity.” 

Inflation of cun*ency alone would not be aderiuate to over- 
come the present cuisis. There must be inflation of credit, on a 
sufficiently lar<ye scale, but even such inflation, to be fruitful, 
should include, within its technicpie, the stariino- of public works 
by Governments, for c heap money is not (moii^h in itself, and 
the demand for money must come from provernments in the first 
instance, so that, thereafter, willinfiness bolli to lend and to 
borrow mi^ht simnltaneously incToase amonpfst the ]mbHc. 

That such public works should be financed by bank credit 
rather than by additional taxation has been insisted upon by a 
number of speakers who partici])ated in the discussion of Mr. R. 
G. Hawtrey’s paper on P Public Expenditure and the Depression.” 
In facH the j\sychologacal effects of public works, financed by addi- 
tional tax revenue, would be fundamentally different from those 
produc-ed by public works financed by inflation of hank credit. 
Tn the first case, diffidenc'e would be avipfraented larjrely; while 
in the latter case, the necessary' confidenc'e for overcumin or the 
crisis would he conjured up. It is true, that without resorting? to 
additional taxation, savinpfs in public expenditure, effected by 
conversion operations, nn<?ht be usc»d for financinpf such works: 
Australia, after 1930, has embarked upon the carrying out of 
such works by improvement in public* credit effected by such 
conversion ox)erations. But the weapon of conversion is, at best, a 
fiscal device for securing budgetary ecpiilibrium and the very 
stmeess of conversion operations on a large scale in various coun- 
tries, such as Australia, the Fnited States of America and Britain, 
has oontribtited to an excess of idle funds, unable to obtain remu- 
nerative employment. Conversions on a large scale indicate at 
once the amount of unemployed capital and tbe intensity of the 
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present depressioui. Money niaiket conditions in India too reflect 
the gravity of the crisis, ihough some part of the excess funds, 
seeking investment, is due to the heavy shipments of gold from 
India. 

One of the arguments for (iovernment under taking public 
works during a period of depression is that the idle balances of 
money which have led to reduction in the rates of interest on 
deposits offered by banks all the world over might be persuaded to 
come out by the attractive offer of new issues of securities^ 
Dr. Keynes has ui'ged in his ‘ Means to Prosperity ^ that Britain, 
which successfully embarked on conversion operations last year, 
should this year float new industrial securities, taking advantage 
of what he has called the deadlock in the money market, and thus 
increase employment and consumer income. 

Sir Basil Blackett (in the course of discussion on Mr. Hawtrey’s 
paper on Public Expenditure and Trade Depression) has indicated 
that he attaches, like the man-in-the street., special significance to 
the extension of Government enterprise as the one means of restai't- 
ing the ball of business rolling and has emphasized that a mere 
creation of credit facilities in the absence of the necessary confidence 
to take advantage of the same would be superfluous or inadequate. 

The problem, however, of starting and working public works 
in a country like England bristles with difficulties both theoretical 
and practical. The capital programme, necessarily suffers from 
the rather serious disadvantages of coming into operation slowly if 
the public works started have been c arefully thought out. To pro- 
duce the required psychological eftecl, public work schemes must 
come into operation on a large scale and in a substantial manner. 
Further, the starting of certain kinds of public works like roads, 
drainage and electricity schemes would raise far-reaching and 
fresh practical problems. We are told (Sykes; British Public 
Expenditure^ that continuous expenditure on roads might make road 
transport services become privileged and subsidised services unlike 
railways which are called upon both to construct and muintaih their 
track themselves, and; that such expenditure might aggravate the 
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difficulties of railways still further. Similarly, we are told that state 
expenditure on land, drainage and water-supply schemes inigrht be 
criticised by manufacturii.^ interests in England on the ground 
that such expenditure would be equivalent to agricultural interests. 
Some economists liave i)ointed out, that such public works, may 
merely be a check on private enterprise. We need only notice here, 
that competition for credit a(‘comnioda1ioi) is keener when business 
is good than when it is had, and that naturally, the same amount 
of public loans would displace a smaller amount of private issues 
during a ])eiio(l of depression than during a period of i)ro8i>erity. 

We are also told, that public works embarked upon are able 
to absorb only a small percentage of the unemt)k)yed, that their 
cost is very high on account of comparatively less efficient workers 
being employed, that they demoralize the workers by paying them 
wages higher than those they have earned. Mr. ‘(ieorge Bisls- 
chousky is also of the opinion that an extension or con trad ion of 
public works exer(’ise<l a direct influence (;nly on the construction 
industries, and the a^nouiit of employment found in them is 
small: other ijidustries will have to content themselves with 
whatever stabilizing influence is exercised by the orders For 
materials received fjom the construction industry, and by the 
intueased purchasing power of workers engaged in the building 
industry. 

Some of these theoretical and prat^tical ditficulties should not 
be a bur to the a( tual carrying out of schemes of public works. 
In a country like Ikigland, there may be some special or tempox’aiy 
difficulties created partly by the age-long tradition against state- 
works and the historic tradition in favour of private enterprise. 
British state uorks have not been uniformly satisfactory {vide 
Dr. Gregory’s evidence before the Macmillan Committee) possibly 
because, in years past, the efficiency of labour employed has not 
been of the highest order, as local authorities have had to recruit, 
in the first instance, men of varied types and capacity, ‘‘ ex-8ervi(*e 
men,” and ” transferred labour.” Further, the existence of social 
services, even during the depression period, by providing alter- 
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native graiitn, without exacting, quUl pm qut^ in direct effort, havS 
detracted from zeal in, and willingness to work. But just at 
present, iliere is a distressingly large amount of unemployment, 
including a large volume of skilled labour. There is, therefore, no 
danger of ineftieient or unsuitable labour being engaged on state 
works in any important country. 

Further, expenditure on such public works as electricity, gas, 
water, roads, etc., besides being economically profitable, would 
also incidentally i educe the general cost of production for private 
firms. The chief argument in favour of state works from the broad 
point of human welfaje, is that they provide the only satisfactory 
corrective to the inevitable deterioration in the skill and willing- 
ness to work creattMl by prolonged unemployment. 

But for such public works, the resources used therefor would 
not be drawn upon, but woiild remain unused. 

In countries, particularly like India, where the tradition of 
paternal g‘u\eniment is strong, and where the public have long 
been familiar with state enterprise and benevolence, the public 
would readily welcome any state pbui of public works. There 
are always enterprising businessmen, and the number of such 
businessmen would increase in all countries as a result of Govern- 
ment’s far-reaching schemes of public* works. 

One of the questions that arises in connection with public 
works is the late oi wages that will have to prevail and the 
conditions of service in such works. It is almost a juinciple that 
the rate of wages, should not be too high, lest private manufacturers 
should be iiu onvenienced. There is not the likelihood of wages 
rising btH;ause of the inauguratioji of public works, since the 
existing volume of unemployment is deplorably large, and, at a 
time of considerable unemployment, wages would not rise. 

The question, whether only a nominal wage should be given 
by the Executive in the exeemtion of such works, has been some- 
times del)ated. It has been pointed out, that in public works, 
undertaken in a de])j’ession period when buying ])ower is low, the 
cost of production of utilities should be low. It must be remem- 
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bered, buwever, that the wages paid should not be so low as to 
demoralise the worker. 

lu the public works recently started iu the United Stales of 
America the scale of wages is very high, hence it is part of the 
economic policy of Mr. Itoosevelt to raise consuming power for 
purcha^siug* the increased output of factories, both private and 
(iovernment, by incieasing the general w^age-level throughout the 
countiy. The internal market is of considerable importance to 
her. A rise in the internal price-level, bringing in its train the 
stimulus of lai'ger demand, and low^ered costs of production aris- 
ing from reduction in the burden of iiiternal iudebtedness would 
be compensation enough for the ‘'Blanket Code,” which has been 
imposed on the manufacturer by Mr. Roosevelt. 

The scheme of public works in the United States of America 
is to be associated, ultimately, with the depreciation of the internal 
currency unit. When, as a lesult of increased bank credit, there 
is u use in Ibe internal price-level that would attract additional 
funds, this, in turn, would necessitate fui’ther currency depreci- 
ation to maintain equilibrium in . the balance of payments 
ultimately. 

bmther, such works have been facilitated by some of the 
provisions of the Banking Act of 1933; which have increased the 
velocity of circulation of money in the country. The inflation 
policy of lioosevelt is calculated to increase both quantity and 
velocity of circulation of creilit in the country. The prohibition 
of the payment of interest (vide Monthly Letter of the JNational 
Bank of New York City, July 1933) by member banks on demand 
deposits may induce many banks or industrial corporations which 
have been accustomed “ to carry large cash balances, iu money 
centres, to shift a portion of their funds, into United States 
Government Securities.*^ United States of America, just at present, 
possesses certain advantages not found in all countries for embark- 
ing on a scheme of public works. The compilation and mainte- 
nance of economic sitatistics is one of the most advanced in the 
■wwld; So that it would be possible to regulate bank credit up to a 
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certain amount, i.e., till prices reach ihe level of If®), Further, 
the recent mortality ainoiify many of the luniks in that (‘ountry 
has iindermiiied piihlic confidence in the banking strucriire of the 
(‘ountry, so that the people are in a mood to stibscribe to public 
issues of (iovernments. We have a disciplim^l and educated 
people, ready to appreciaie the sif^nificance of Mr. Eoosevelt’s 
work. The adminisi ration possesses adeipiale dictatorial powers. 
The vast numbers of the unem])loyed in the country are ready to 
snatch any opportniiily that would absorb more of Ihein into 
the lalanir force of tlie conn fry. Hitherto, one of ihe obstacles to 
inflation lias been the hostility of the workers, for inflation alone 
would mean a fall in their real wa«‘es. But contradi(‘ton' and 
hostile as it mit>*ht seem to tlm whole Ameiican technique of 
inflation, financing* a vast scheme of public works, the ])olicy of 
waj^e-raisin^ embodied in the Blanket fVide,” is nevertheleBS an 
indisj ensable and centnilizin^^ factor, in his o'eneral policy of in- 
flation, It would automatically ))rovide a method of (ontrollin^>* 
such inflation. The device of inflation would safepfuard the 
inteiests of the manufacturer by i^ivin^ him the stinnilns of in- 
creased demand thereby increasing’ his profits, compensating: 
him for the loss involved, in jiaying* hio:her wa»’es, to the labourers 
enj^ap^ed. Thus the two parts of Mr. Boosevelt’s policy make a 
harmonious whole. In the first instance it mi<»ht appear that an 
imrease in the amount of w^ages paid mipht au<>:in©nt the poten- 
tial purchasing power of the urage-earners and lead to more sales 
of agricultural produce and manufactured commodities. This, 
however, is conditional on the recipients having the will to 
spend their wages in additional purcdiase, and, at present, “ the 
tendency seems to be, for those who have become involved in 
debt, to use their recently raised wages to disdiarge their debts.*’ 
An honest wage-earner naturally thinks of wiping off his debts 
before making fresh purchases of commodities. It must be admit- 
ted that the response to the ** Blanket Code has been by no means 
uniform, because the incidence of the ** Blanket Code ” is not quite 
eqpal. Those industries, which are largely mechanized or which 
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employ little unskilled labour Imve accepted it; but industiies 
which have been characterized by low wa^es and long hours are 
in a quandry. (Vide Economist , dated 12th August, 1933.) 

The compensating elements in Roosevelt’s jjolicy should be 
notic’ed ; otherwise, we might carry ihe impression that a number 
of miscdiicvous (‘onsecjuences would result from federal borrowing 
of bank credit and federal c^xcMuition of paiblic works. For the 
present Roosevelt is too much (M*c'U])ied in enforcing the minimum 
Avage legislation. Tie dctes this by way of taking abundant 
lirecaiition against some of the inevitable mischievous results of 
inflation and j)ublic works. The pill of inflation has become sugar- 
coated so that it might be more easily swallowed by the general 
public'. The momentum for industral recovery would have to be 
given, not by the mere political fiat of the Administration, but by 
the ac'tual federal ydanning and execution of public works. Parti- 
cular care is taken to ensure that low wages do not prevail in 
state Avorks. Tt need not be elaborated that eAWi if GoA^ernment 
authorities oA^erc'ome all the obstacles and aAT>id all the dangers 
that we have noticed, there would be one danger left^ — the sinister 
influence of yioHticdans. Mr. George Bicdschousky rightly em- 
yihasises, ** the greater the stability, eflRcienc'y tind integrity of 
Governments, national and Ic c*h1, directing the planning and exe- 
cut'on of public Avorks, the smaller Hie* political and economic 
ditficidties, iiiA^dved in the scheme, Avoiild he.” The idle bank 
balnnc*es, cdamouring for irn’estment, coupled AA'itb the accumula- 
tions of pcAst office c‘ash cwlifioates (ride the Budget Statement of 
1933-34) partly due to exports of gold out of our countr>^ should 
be an auspicious oc casion for a capital programme of ymblic works, 
rather than the present financial policy of reduction of capital 
T)rogramme of the Government of Tndia for the purpose of main- 
taining its budgetary cciuilibrium to Avhich undue importance has 
been attached rather strangely. We need hardly reiterate that 
careful correlation of schemes is, in the first instance, a condition 
]'rece<lent to the n<*tual execution of a capital programme in our 
country. At the same time, to produce the required psychological 
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effe€t, public works schemes must coirie into ()])cration on a large 
scale and in a substantial manner. Ihiblu* works, inaugurated in 
a country like India, must be on a genenms scale and not confined 
to ])articular ])arts of the country, tor there is always a (luantitative 
limitation of public works as a stabilizer of industrial condition, 
public works exercise a dirt^ct and beneficial infiuem e on condi- 
tioii'' of ein]doyinent, only in tiie ]da«'es wdiert^ they aie undertaken. 
Ml*. Itoosevelt’s experiment mu^^t ])e a clarion call to our own 
couutrv and must lead io a cbang(' of polic\ on tin' part of tin* 
Finance Department of the (joAernmenl. The present financial 
])()Jic> ot Britain is no gunle tor us, in this matter. Evtm in 
Fnglaml, there is a growing volume of opinion that the policy of 
inactivity jiursued by Mr. Bumdman is linidly satisfa<*iory (r///c 
the SMn])osinm on tlie Housing (Question in liritain in whiidi a 
nunilici ol (*x])(‘r(s lnnt‘ stri'^ssed ilie iM*ct*ssity tor g<»ing ahead 
imnnMliatcly witli tiie ])olicy toi’inulatcd in IfiLM and siia[>ended 
b\ the d(*])i essioTi') . 


Conclusion. 

Xe\ci \\a> the lU'ed for (‘conomic jilanning ot ])ul)lic works so 
urgent oi ueces^aiy a^ in India at the present time. There are 
still vast legituis de\oid ot projuM- communications and adequate 
organizations are requirt'd to promote tlu‘ liealth and economic 
efiicienc.\ ot India. It may be nnulily conceded that India is 
not so advantageously placed a.s the Vniicd States ot America for 
the Administration to emburk u]»on a scheme ot juihlic works 
financed by inflation ol bank credit. But tlie universal phenomenon 
ot cheaj) money, on the one hand and diffidence amongst the 
general public, on the other hand, call for a bold cajiital programme 
by bo til the (Government ot India and Ib'ovincial Governments. 
In the next budget, though it might he considered a heresy to 
make this suggestion, an ambitious capital programme must be 
inaugurated by the Government ot India and, for this purpose, a 
census of economic statistics Mould lie a valualile preliminary 
step. 
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C. W. B. Za(^-harias, 

Annanuilat I in n'r.nty. 

Ill recent discusHious on ihe po]mlatioii iiroblem oi India the 
i^spt»(‘t that lias received atleiition is the uliility of the country to 
sujiport the population. This is no doubt iinjiortant. But equally 
important is the question of einploynH*nt. On it de])ends both the 
production of wealth and its ])roper distribution. J)ifticulti(‘s oi 
employment would thus aflect the country's ability to suppoit the 
]K)pulation, and any enquiry which (‘xeludes this consideration wilt 
he, to that extent, incomplete. In this paper an attempt is made 
to examine the enqdoyment situation with reference to growth of 
l)opulation. 

There is a vicwv held in some quart (u*s that there is hardly 
any connection betwemi population and unemployment. Thus 
Sir William Beveridge in his Jbesidential Address to the British 
Association, 1923, said, It is very doubtful if excessive popula- 
tion has ever shown itself or would naturally show itself by 
causing unemployment.’'^ As against this view we have the 
opinion of Mr. 1). H. Itobertson who vsaid, “ I should not go so 
far as to say that pressure of jiopulation might not manifest itself 
in the form of uueiiqiloymeiit.’’^ Again referring to post-w^ar 
Austria and the destruction of its ‘ Economic Conjuncture ’ he 
said, And when this occurs the pressure of ])opulation is likely 
to manifest itself not merely in a degradation of standards but in 
the emergencje of an absolute surplus for whom it is literally 

A 

iThe Economic Journal, December 1923, p. 448. 
sThe Economicaj No. 9, p. 203. 
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impossible to find iiseful work.’’^ It is not quite certain whetheir 
Mr. Robertson is speaking from the long or the short period point 
of view. As for Sir William it is clear that he has the long period 
ill mind, for a litile laier in his address he admits that temporary 
difficulties of employment might arise. If all the hundred million 
persons who now find room and growing opjiortunities in the United 
States had landed there at once, they would all have starved.’’^ But 
he is emphatic in saying that a temporary difficulty of absorbing 
a new flood of labour does not prove permanent over-population. 
Since Mr. Robertson has not qualified his statement we have to 
understand that his view regarding the long period is diflerent from 
Sir William’s. Their agreement as regards the short period places 
the matter beyond controversy. But once it is admitted that short 
period unemployjiient may be caused by an excessive growth of 
population, we have also to admit that its disajipearance in the long 
run will depend oji ( ire u instances. The absem e of favourable cir- 
cumstances may so elongate the short jieriod that it would ha 
hardly right to call it the short period at all. This is likely to 
happen when the ability to accumulate capital is damaged by the 
existence of the unemployed. In poor countries where the national 
income is none too big an increase of dependents would bring about 
that result. Even rich countries with a rising standard of life 
may find their ability considerably reduced if a scheme of unem- 
idoyment insurance is made effective. 

At any rate short, period difficulties of employment are as 
alarming in real life as long period difficulties, and the question 
whether a growth of iiopulation has caused, or is likely to cause 
unemployment is one that should be considered whenever the 
population problem of a country is discussed. Not all increases 
of population would cause unemployment, nor is all unemployment 
caused by population. Therefore it is necessary to set out the 

3 The Economica, No. 9, p. 204. 

^ The Economic Journal, December 1923, pp. 466, 467. 



POPULATION AND EMPLOYMENT 


387 


relation In’tweeii population and iinein])loynient for the purpose of 
reviewing the Indian problem. 

L. V. Birek, the Banish oco-nomiat, has shown that under 
capitalistic production labour employment is conditioned by the 
existence of the necessary capital.*'* The adage that with every 
mouth (xod sends a ]iair of hands is true enough, but that the 
luinds bring with them tlie tools and the ap]diancevs with which to 
exploit the natural resources ia not so certain. And the tools that 
aie appropriate to the standard of the arts are as necessary for 
production as the hands which are to wield them. In a highly in- 
dustrialized count ly, therefore, rapid increases of i)opulation un- 
accompanied hy a proportionate aceumnlation of ( a])iial will result 
ill unemjdoyineiit. This is not so inevitable as it first appears to be. 
By desopiiding to a lowtw techiii(iue tin* ea]ntal in existem e and 
the men seeking employment ( an he equated. But this course, it 
will he evident on reflection, is not immediately available. It is 
f‘le»tirly ruled out as regards those appliances which have already 
been constructed and are being worked, and certain considerations 
go to show that even the now macliines intended 1o replace the old 
or to serve as additions are not likely to be of simpler comstme- 
tion. Decisions regarding rc])lacement and expansion are in the 
hands of entrepreneurs, and they arc by nature not inclined to 
give the same attention t(i labour needs as 1o profit-making possi- 
bilities. A lower technique damages productivily, increases cost 
l>er unit and reduces profits. In certain respects a substitution of 
(*apital by labour may appear to be profitable. Periods of uneni- 
])loyment are, undoubtedly, periods of low wages, except when they 
are artificially propped up, and the time may seem propitious for 
a replacement of capital by labour. But vsucb realization on their 
part would induce them to act accordingly only when they ar*e 
satisfied that the fall in wages is likely to be permanent. This 
is so hard to decide, and it may seem to them that their safest 

5 Vide Theories of Overproduction. The Economic Journal, March 
1927 . 
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course lay In inaction. Thus it comes alM)ut that when the accn- 
n) Illation of ('u})ita] lag« hehiml the increase of pojiulation a severe 
and fairly lono* ]'eriod of unemployment emerf»*es. The rigidity of 
Ihe technical structure is its cause, Init ils continuance proceeds 
from the clash of interests as hetween labour and capital, and the 
concentration of ])ower in capitalist hands. It would be otherwise 
if labour (»wned the instruments of ])roduclion, oi* if the prodmdive 
tecdinique were less roundabout. In the first case ejnidoyinent 
f»ivin^- possibility of techni(jue would wei};>'h in the selection, and 
those (‘ombinations of the factors would be chosen as would ^ive 
labour s(‘()])e for employment. The tenacity with which Indian 
agriculturists and handicraftsmen stick to their traditional methods 
would seem lo be not so niucb due lo i^jtnorance as to the realization 
of this truth. They are uncouseiously wise (wen as the duirtists 
of England were wise in smashing down machinery. In the second 
i!a.se little cajiitol being* used little need be accumulated to emjdoy 
an increased lalxuir. It is also ])o.ssible under the conditions 
])ostulate<l to effect a redistribution of resources whenever there is 
ihe necessity to give employment to an increase in the working 
population. Thus, for instance, in Indian agriculture the ])ressure 
of population reduces th(» area of land at the disposal of (‘ach 
worker by cutting up holdings into smaller and smaller ujiits. 

In giving employment to an increase of population the back- 
ward agiicultural countries would seem to have a greater power of 
ada})tation. So Mr. llohertson, Where (as in India and (Tliina) 
the structure of society is simple and the standard of life capable 
of infinite degradation without destnudion of the social order, such 
a result (unemjdoyment) is not to he expected.'*® True in general 
terms, this conclusion overlooks the fact that under-employment 
is only unemployment in disguise, and further, that absolute limit® 
to the re-distribution of resource will begin to operate as soon as 
population has become dense enough. Where productive methods 

® Economica, No, 9, A Word for the Devil, p, % 
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ave primitive aud ceiisisi in drawings sustenance from laud, 
natural resources would be ibe limiting' factor. 

This luuilysis leads om to the inevitable conclusion that all 
iiH'reases of j)opulati()n would not find useful (‘injdcjynnuit. Indeed 
there are occasions vvlun the ])rolmbility is that this will hap})en. 
A rapid iiu'rease of the working })o])u]atioii is s\ic]i an occasion. 
When repatriation of a country’s emigrees takes jdace, or the 
normal channels of migration are (dosed, the addition to the work- 
ing papulation will Ix' xcvy rnaikcHl. Some (‘migrations me purely 
adult male emigrations, as for instance, the Madras emigration to 
Malaya. Even in other cases the adult male ])redominates. The 
slowa'r ])rocess of Ihrths and d(‘aths may cieate a similar situation. 
A fall in the death rate sinc^e it henefiis the workers more than the 
non-workt‘i.s should be expected to cause a i‘a])id increase in the 
w'orking )) 0 ])ulation. A third case is that of on abnormal increase 
in p(>pulation following a period of labour s(*ar(dty and much 
replacement of laboui’ bv capital. There, tiu' higher technicpie 
though it mc^aiis a lieighttmcd product ivity and an ability to support 
an increased po]uilation would at the same time reduee tbe scope 
for (‘mployment. Destruction of a (oniitry’s Mvonomic Oonjunc- 
tnr(‘ ’ may also i]i some cases (reate a surplus of workers. Tn all 
these cases from the (‘m])loy]nent ])oint of view there will be over- 
l>o]»ulaticm. The com*e])t of the optimum would tbeu seem to 
need a revision. The population that cun be supported if it does 
not mean at the sa7)ie time full employment for tbe wanking ])Opu- 
lation is hardly an oj)timum. 

The causes that tend to rapidly im'rease the working pc^pula- 
tion have most of them been in opeiaticni in India during tbe 
d(‘('ade 1921 — 31. The control exercised over emigration by tbe 
Indian Eiunigration Act of 1922 has virtually ])revented tbe migra- 
tion of unskilled workers except to pbu^es api'roved by tbe Governor- 
General. That ibis lias been an effective check on emigration w ill 
be realized when it is remembered that in tbe )>ast tbe bulk of tbe 
emigrants w’as unskilled wu>rkers. The anti-Tndian feeling in South 
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Africa and Burma has also contributed to the fall in emigration. 
From those places as well as from Malaya and Ceylon repatriation 
has actually begun. In addition to this there has been an 
abnormal fall in ihe death rate. The index ntimber of the death 
rate in India ])n pared by Prof. Findlay Shirras shows an abnornially 
low rate for the years 19S2 to The fall has been rather 

sudden. From 10'9 in 1921 it fell to 86 in 1922 and thereafter lias 
been flinduaiing between 8(5 and 90 with the exception of 1924 
when it ivas 102. For all years betw^een 1889 and 1921 the index 
is well over 100, the exceptions being 189*9 and 1898. Thirdly, 
there has been an unusual increase in total ])(>pu]ation. The 105 
per cent increase during the last decade is higher than the increase 
in the three previous decades. The influenza epidemic of 1918 and 
1919 mostly accounts for this, just as the famine of 1880 ac counted 
for the 19*2 per cent increase in 1881 — 1891. The peculiar feature 
of this increase is that it did not affect all age-groups in the same 
manner. The highest ])ei('entage increase of 15*1 we find in age- 
gi’oiip 15 — 40, followed by 14*5 in age group 0 — 10 and 10*6 in 
age group 10 — 15. Persons above 60 have decreased by 14*9 per 
c*eiit. The following table shoAvs the percentage variation of popu- 
lation by age grouj^.s during the laet fifty years. 


( 

Decade. 1 

All ages 

0-10 ; 

10- 

-16 

16-40 

40—60 

60 aud 
above. 

' ! 

t88l— 1891 j 

+ ir2 

+ 16*1 

+ 

4*3 

4 10*8 

+ 97 

4 8*0 

1891-1901 

+ 1-8 

- 6*1 


14*6 

-f 2*8 

4- 6*2 

4" 0*3 

1 

1901-1911 

F 6*6 

+ 97 

- 

1*7 

4- 7*8 

4- 6*1 

4- B*6 

1911-1981 

+ 0*9 

+ 07 

! 4 

8*6 

- 1*0 

+ 1*1 

4- 3*1 

1921-1981 I 

4 10*9 

+ 14-6 

4- 

10*6 

4* 16*1 

4“ 8*1 

- 14*9 


7 The Papulation Problem in India, The Economic Joumalv March 
1933^ p. 73. 
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It will be seen from this table that in no other decade during 
the past fifty years has the increase in the working population been 
so well marked. All the causes enumerated above have contributed 
to this result, and considering the age composition of the present 
population it is to be expected that the next decade will exhibit the 
same tendency. 

Now, this increase in the workers has been after a period ot 
labour scarcity brought about by the influenza epidemic. Accord- 
ing to certain estimates the total number of deaths caused by that 
epidemic was between 12 and 13 million.^ A considerable part of 
it was, no doubt, workers. This Jss indicated by the census figures 
of 1921. That census recorded a decrease of one ])er cent in age 
group 15 — 40 and an increase of only 11 per cent in the group 
40 — ()0. This is a clear proof of the havoc wrought by the malady 
among the workers. The prevalence of high wages during the 
])eriod immc’diately following and its continuance even after prices 
had begun to fall is yet another indication of the s(.*arcity of laboui'. 
What we ought to expect in a pc'riod of auch scarcity is a replace- 
ment of labour by capital. Whether that actually took place is 
diflicult to discover. A suggestion to that effect we have in the 
figures relating to the imports of machinery and mill work into 
India. The following table shows the variation in imparts fiom 
1918 to 1925.9 






— 


H* 



QQ 

1 

CD 

1 

s 

0 

1 

to 

Hi* 

1 

g 

1 

CD 

lO 

CO 

CO 

to 


1 

1 

to 

1 

to 

1 

lO 

1 

lO 

1 

1C 

1 

to 


CO 

o 



09 

tiH 

Ol 

Machinery and 
Mill Work 

69 

901 

! 92B7 

1 

1 8425 

1 2346 

1 

1 1913 

1 1474 


(In Lfakhs of Rupees,) 


8 Prof . Findlay Shirras, The Economic Journal, March 193.S, p, 60. 
' 9 Statistical Abstract for British India. 
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It is significant that in tfiree years between I&IS and 
the imports ^shollld hav e expanded so considerably as to have become 
in WZl — 22 58 times that of 11/18 — 11^. During the six years from 
ll^lS to 11^25 nearly 123 ciores worth of machinery was imported 
into India. This phenomenal increase in imports cannot be wholly 
accounted for by the rise in prices. The introduction of discrimi- 
native protection following the report of the Fiscal Commission 
was, however, a major cause. Whatever might have been the 
factors hi operation the net result was the development of industrial 
technique in an upward direction. Industrial expansion, un- 
doubtedly, took place, but that was accompanied by a raising of 
the stage of the arts. This conclusion is corroborated by an 
examination of the figures relating to actual workers in industry 
and transport. The 1531 (Census of Occupations show’s that the 
addition to the wiJikers engaged in industry and transport was lees 
than one-half of one million during the decade. That such 
abnormal imports of machinery should have resulted in creating 
additional employment cmly to half a million workers is clear 
evidence of tlie fact that the place of labour was l>eing taken by 
capital. 

Keviewing the decade ItiSl — 31, we find that that decade was 
one of disproportionate increase in the working population at a 
time when the industrial technique was undergoing a rapid change 
in an upward direction. In the circumstances at the present 
moment and for some time in the future employment difficulties 
should be expected. 

Wliether there is at present actual unemployment or not is a 
question that (.annot easily be answertnl. No attempt has Ireen 
made to take a census, ami it is very doubtful if the real state 
could be discovered by such an enquiry. With 71 per cent of the 
population dependent on agriculture and a large majority of the 
workers employed there, it will be difficult to find out who the un- 
employed are. In a country of small holdings unemployment as 
such will not be seen, but only under-employment. Among the ^ 
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landieea agricultural labourers as well as among the workers in 
industry and transport imeinployinent is hidden by the practice of 
casual employment. In the absence of any statistics, we have to 
fall back on other devices to make an estimate of the unemployed 
in India. Our task will be greatly facilitated if we can make an 
estimate of the employables. Women workers have to be excluded 
for various reasons. 

On the assumption that I he working age in India is between 
lii and 60, male workers form 68 per cent of the total niales. In 
absolute numbers they are 118 5 million. Deductions have to be 
made from this number in res])eci of the infirm, tlie school-going 
and the retired. The blind, the deaf-mute, the insane and the lepers 
among males of working age number less than half a million, and 
if another million is allowed for other diseases which permanently 
disable workers, the total allowance for the infirm ne<xl be only 
1-5 million. The retired would liardly be more than a million, for 
the total number of mules aged between 55 and 60 is only 4 million, 
and not more than 25 per cent could be expected to retire from 
work in their 55th year. A provision of 8 million for the school- 
going population aged 12 and above should be generous. The 
total deductions, thus, amount to 5-5 million leaving a remainder 
of 108 million as the male em}doyables in India. This is 60 per 
cent of the total males. The estimate of emjdoyubles and the 
number returned liy the census of 1031 as actually employed are 
identical in Madras, both being 13*8 million. This goes to show 
the substantial accuracy of the estimate. Such identity is lac’king 
in the Indian figures. The ii umber returned as actual workers is 
only 106 million, "whereas the estimate of employables is 108. 
The return includes both earners and working dependents so that 
the whole of the working age ia covered by it. The surplus of 
3 million not accounted for, is suggestive. If our estimate is 
correct, the only inference that can be drawn is that they are un- 
employed. Another comparison confirms this conclusion. The 
number of actual workers in 1921 according to the census return 
P, 2 
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was 100 million and the 193-1 census shows an increase of 6 million. 
It is inconceivable that this has been the only increase in male 
employables. The five per cent increase here is out of harmony 
with the average rate of increase of 9*6 per cent in age groups 
10 to 60. 

This figure of 3 million does not exhaust the unemployed in 
India. The probability is that some who have been returned as 
workers are really unemployed. There are two occupations includ- 
ed in the return w’hich are not occupations properly so called, viz., 
insufficiently descril)€d indicating no definite occupation and un- 
specified labourers and workmen. Unemployed persons are likely 
to give just these descriptions of their occupations when questioned 
by the census enumerators. It seems to me that they should be 
treated as really unenqdoyed. In that case the figure of 3 million 
should be increased by 8*2 million returned under these two heads, 
making a total of 11*2 million. The decade 1921 — 31 witnessed an 
increase of 1*9 million under these two heads, an increase which is 
out of all proportion to the increases in the other oc!Cupation«. The 
table below shows the actual male workers in the different o('cupa- 
tions in 1921 and 1931 with the variation during the decade. 
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No. 

Occupation. 

Actual 

Workers 

1 1921 

Actual 

W orkers 
1931 

Variation. 

[ 

1 

Production of Raw Mateiial .. 

72 sa 

74-70 

+ 2-87 

1 

(a) 

Pasture and agriculture ... 1 

1 71-62 

73-76 

-f 2-24 

!) 

Cultivation 

68-14 

1 

69'6l 

-f P47 

2 j 

Industry 

1 

10-88 

1079 

-f 0*11 

8 

Trade 

6-67 

i 

6*78 1 

j 

. -j- 0*21 

4 

Transport 

r76 

2 09 

+ 0-33 

6 

Administration 

3-86 

j 3-78 

+ 012 

f5 

Miscellaneous 

6‘68 

7-91 

+ 1-88 


InsuHiciently described 

3-67 

4-69 

+ roi 

ih) 

Unspecified labours and work- 
men. 

‘2'89 

3-76 

1 

+ 0-8'i 

(c) 

Domestic. Service ... 

1*71 

j 

-2 09 

+ 0*38 

(d) 

Persons living on income 

j 0-l8 

0-16 

4-0 03 

(e) 

Unproductive 

j ri6 

1*06 

- O il 

1 


{In Millions) 


It ia significant as reyealing the employment position in India 
that at the addition to the workers during the decade only 32 
million have been absorbed by all the other occupations put 
together. The increase under these two heads is a clear evidence 
of the difficulty to secure useful emplo 3 rment. 

ilf the employment position is difficult at the present time the 
future outlook is even more so. According to calculations I have 
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made the next decade, if nothing abnormal happens, will see an 
increase of about 13 million male workers.^*' To find employment 
for this increase is the problem of ihe future. It has been pointed 
out time and again that the natural resources of India can support 
a much larger ])opulation than the present. It is argued that only 
34 pc] cent of the area available is at juesent cultivated and the 
remaining Tif) per cent, if brought under cultivation, can afford 
growing loom and opportunities for a much larger ])opulation*^ 
In this (‘onnection it is ])ertinent to ask why it is that in the most 
])opulous country of the world such a large cultivable waste is 
allowed to ecsist, when the pressure on the cultivated portion is 
on the increase every year. The reason, I venture to suggest, is 
that the so-(‘alled cultivable waste in its present state is unfit for 
cultivation. The Royal Commission on Agriculture has called 
attention to the fact that a large part of the area classed as cultur- 
able waste other than fallow could in no conceivable circum- 
stances be brought under tillage.*^is» The availability of the re- 
mainder is conditioned by the construction of irrigatioiml works, 
and as long as it continues to exist as a barren desert it is idle to 
speak about extension of cultivation. What has been made pos- 
sible by the construction of the Siikkur Barrage in Sind should, 
within limits, he possible elsewhere, and the duty of the Rrovincial 
Governments is to expedite the construction of works which they 
have long had in contemplation. But these constructions a*s well 
as our indxistiial development wait upon the accumulation of 
capital, and our (apacity to solve the problem of population, thus, 
dei)ends on our ability to vsave. To do this with the present 
national income is to attempt too much. With a birth rate that is 

*0 This has been obtained by adding to the existing workers males 
aged between 2 and 12 at present and deducting those aged 50 to 60. 
Allowance has been made for deaths at the average male death-rate in 
the different age groups. 

11 Prot Findlay Shirras, The Economic Journal, March 1933, p. 69. 

i^Beport, Chap. 18, para 526. 
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tending to increase and with the prospect of an increasing nninber 
of dependents, the national income will scarcely be sufficient to 
keep people alive. In this perplexity is it any wonder that dis- 
cerning people should Ix^gin to talk of birth-control? By spacing 
the children not only would the ])ace at wdiich p(>]>ulation increases 
be slackened, hut sudden increases in the w orking population 
w^ould also be sincithered. (Air immediate problem will not dis- 
appear even if the practice of birth-control should become general. 
(A remote contingency.) AVhat wn need is a measure which will 
give quick results and increase employment so as to give full 
employment to all able-bodied workers. For this our hidden 
capital resources wall have to be tapped— 1 hose immense gold 
hoards wAich liave in recent years begun to see the light of day. 
If they could be converted into indiivstrial capital, our natural 
resources need not lie unexploited nor our n>en be unemployed. 
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Lecfn re r , Depart m cn t of Keon omics 
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In ihiB pajier, it nnist be made clear at the oiitset that nothin^r 
new has been said. Tfie old Malthusian thesis has, of late, been 
put to test in the Western Countries. This is a modest attempt on 
their lines and I have tried to test the classical law of population 
in respect of two districts of Bengal — Tessore and Midnapore. 
Incidentally in this study I have iried t(j find if there is any signi- 
ficant correlation between agricultural ])roduction and the stability 
of population. 

If we ignore the effect of migration we can state that the total 
population of a country is regulated by the ratio between births 
and deaths. The considerations that influence reproduction are 
infinitely varied, and being of a social character they are neither 
permanent, nor yet universal. The repi'oductive instinct is ind.eed 
very strong but it may be thwarted by antagonistic forces — ^by the 
selfishness of the parents who shun their responsibilities, or of 
mothers who dread the pains and perils of child-bearing ; by the 
greed of parents who would endow old age rather than foster 
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youth, by the desire of wouicn to enjoy independence lather than 
seek marriage; by insufticient house room or exorbitant taxation, 
or by any one of thousand causes* Malthiis also admitted this. 
In examining the causevs of slow increase of population, at his time, 
in most states of Kurope, although they increased very consider- 
ably in population since they were nations of shepherds, he stated 
that ‘‘ the cause of this slow progress in population cannot be 
traced to a decay of tl)e j^assion between the sexes as Godwin 
f'onjectured but an intimate view of the stale of society in any one 
country in Europe, which may serve equally for all, will enable us 
to answer this question and to say that a foresight of the ditticultic^s 
attending the rearing of a family acts as a preventive check, and 
this jireventive check iqqiears io operate, though with vaiied force, 
through all the ranks of Society in England. The causes of 
death, however, are, according to the t/lassital School chiefly 
physiological and can, in most cases, s})e<nally, amongst the lower 
classes of the community, be ultimately traced to the lowering of 
vitality. Malthus also hinted at this. His theory was that posi- 
tive checks would be ojierative and population would be restricted 
whenever the growth of population would exceed that of food supply 
and this is true chiefly, though not solely, in case of the lowest 
orders of the society. In other words, if in a country, the food 
supply is so reduced that its people have reached the starvation 
level of existence, the death rate would be continuously high 
and any increase in the supply of food stuff will lie reflected in the 
death rate which will be appreciably rediu ed. 

This thesis has been, in moilem times, challenged and an 
attempt has l>een made to formulate a new law of population. 
Papulation growth, according to this new school, is detennined by 
births and deaths, emigration, immigration, and that these are 
related, to the socio-economic environment of the people in ways 
that can be analysed, and to a certain extent, foreseen. They 

1 T. E. Malthus^ The Essay, First Edition, Edited by Ashley, p. 19. 
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assert that Jiiore 1 uudaiuental i-s the relation between the total 
population of a country and its socio-economic organisation, the 
relation on which is based the Theory of the Optimum. Some- 
times, however, they continue, both birth-rat© and death-rate yary 
independently under the influences of certain forces which do not 
affect the conditions that detennine the optimum. To take an 
instance, any victory of medicine over disease will lower the death- 
rate and increase the rate of poimlation growth without providing 
sustenance, employment, or the necessaries or comforts for a single 
extra person. 2 

This contention seems to be very well- founded. But the 
advocates of Malthas may point out that he definitely laid down 
that the positive check to population which re])resses an increase 
which is already l>egun, is confined chiefly, though not ])erhaps 
solely, to the lowest orders of the society. He thus referred to 
tliat society which j ossesses a precariously low margin of existence 
and the p<xsitive checks apply to it. He made his ])osition extreme- 
ly clear and admitted that to prove distinctly the force and extent 
of the o|)eration of the positive checks would re(inire ])erhap8 more 
data than were then available. It is, however, maintained, that 
this qualified statement cannot he entertained. The recent study 
of Malthus with reference io the counties in England is an attempt 
to test the law in this modified form. Mine is also the same, and 
I find myself in the same position with the westerners. I have 
taken two districts of Itengal, one of which, Jessore, is now in the 
grip of severe famine and the other, Midnapore, is proverbially 
poor. Even these districts which can Is* said to be on a very poor 
level of existence do not seem to support the Malthusian hypothesis. 
But it must be admitted, in fairness to Malthus, that we have no 
data available with which we can test his law in regard to those 
less fortunate of our community who are almost on a starvation 


® T. S. Marshall, The Economic Journal, Historical Supplement, 
,3 Vida Thse Essays, Oh. V. 
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level. Tke figures compiled by the Sanitaiy Commissioner and 
Director of Public Health do not record deaths according to the 
pecuniary circumstances of the dead. A complete and scientific 
test could have been possible had we obtained those figures. But 
it can be safely asserted that in Bengal districts the bulk of the 
people are extremely poor. 

The staple diet of Bengalis is rice and this may be said to 
constitute the total food supply of the province. We can thus dis- 
cuss the law of Malthus with reference to its supply in the two 
districts. Malthus’ second thesis that population does invariably 
increase when the meaius of subsistence increase is not borne out 
by facts.^ There has been, in Jessore, a reduction of population 
during these three decades by 141, 991, i.e., 7 8 per cent and it was 
expected that there would be a reduction of food supply, but, on 
the contrary, there has been a rise in the supply of rice by about 
19*6 per cent. Comparison with one year’s produce may sometimes 
be hazardous. I have, therefore, taken the average of five years’ 
produce from 1901 to 1905 and that from 1937 to 1931. Here also 
there is the same fact. The increase in the supply of rice is 
16*2 per cent. In the district of Midnapore the figures do not tell 
exactly the same story. The population has l)een pnvctically 
stationary during this period, the increase being only about *36 i)er 
cent, but there has actually been a decline of 16*2 per cent in food 
supply. When comparison is made with the average produce of 
five years, we find, however, that there was a decline of 1*4 per 


4 Malthus did not mention anything regarding the rapidity with 
whidi the adjustment may be supposed to take place. In the present 
note I have discussed only the short period or immediate effect. 

F. 3 
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cent.'*' From the average figures for Midnapore, it would appelU^ 
that a Malthusian adjustment might have been in operation in thia 
district. 

His third thesiws is that superior power of population is re- 
pressed and the actual population is kept equal to the means of 
subsistence by misery and vice, that is, in other words, the checks, 
either preventive or positive, taken together, must always be 
effective, and the positive checks must be operative among the 
poorer section of our community. This shows that there must be 
a connection between food supply and the number of deaths, 
especially in districts which are poor. This too is not corroborated 
by actual facts. 

In the above discussion we used figures relating to a few years 
only. For an adequate study we must take into consideration the 
whole body of available data, and use modern statistical methods. 
I may note in passing that mere graphical comparison is not 

* A Jebsobb 


Year. 

Population, 

Per cent 
change. 

Gross produce 
of rice in per 
cent of normal 
yield, taking 
normal yield 
«100 

Per 

cent 

change. 

. i 

Average 
of five 
years’ 
produce 
of rice. 

Per 
cent 
change 
of the 
average. 

1901 

1,813,166 

1 

-7*8% 

' 76 

+19'6% 

726 

1 

-16*2% 

1931 

1,671,164 


91 


84*4 

i 
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Year. 

Population. 

Per cent 
change. 

Gross produce 
of rice in per 
oent of normal 
yield, taking 
normal yield 
= 100 

Per 

oent 

change. 

1 

Average 
of five 
years’ 
produce 
of rice, 

[ 

Per 
cent 
change 
of the 
average. 

1901 

3,789,114 


86 


78-0 


9181 

3,799,098 

+*36 p.c. 

72 

-16*8 

I P-c. 

77-4 

- 1*4 p.o. 
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sufficient, for graphs may easily be extremely misleading. Pro- 
fessor Corrado Gini® of Rome, in his presidential address at the 
International Conference of Statistics at Mexico, has recently 
pointed out the various drawbacks frecpiently met with in the case 
of diagrams with cartesian coordinates. The fault does not lie with 
the method used in their construction but with the manner in which 
our eye gauges t^^e distance betw'een lines. There is no remedy for 
this drawback itself and Gini has pointed out that a graphical 
method is never conclusive. The method of correlational analysis 
has been extremely useful in the study of association between 
various f actons at work. Recent developments in mathematical 
statistics have supplied rigorous tests for examining the reliability 
of the observed associations, and it is, therefore, essential that all 
data should be sifted jiroperly by these methods. 

Assuming that rice forms the staple food of Bengalis, let us 
examine whether there is any relation between its supply and 
deaths. As is w’ell known, death returns are given in calendar 
year, whereas harvest retunis are made from July. Thus in the 
correlation of deaths and rice production for the same year (vide 
columns 2 and 3 in Tables A and AT), there is a lag of six months. 
On this basis, I have used the coefficient of correlation to measure 
the association between rice and deaths. This direct correlation 
avoids the difficulties of correcting for the changes in the purchas- 
ing power of the rupee. Using the data given in tables A and AI 
we find a correlation of +0*11 in Jessore and that of +006 in 
Midnapore. With a sample of 31, a correlation of less than 0*3 is 
not usually considered definitely significant. The observed corre- 
lations are much less than 0*3 in both the districts and are statisti- 
cally insignificant. We are, therefore, not in a position to assert, 
on the available material, that there exists any significant statistical 
connexion between the supply of rice and deaths in these two 
districts. 


» Of. Sankbya, Vol. I, Part II. 
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Table A. J 

Jessore 


Year. 

Deaths from all causes. 

Gross produce of rice ii 
cent of normal yield, ta 
normal yield® lOO 

1902 

77,133 

68 

1903 

67,866 

69 

1904 

76,993 

73 

1905 

71,328 

77 

1906 

160,849 

67 

1907 

63,879 

75 

1908 

62,297 

66 

1909 

58,198 

87 

1910 

58,680 

75 

1911 

52,049 

93 

1912 

59,769 

96 

1913 

49,498 

44 

1914 

53,790 

72 

1916 

65,099 

80 

1916 

56,776 

74 

1917 

41,675 

78 

1918 

62,722 

67 

1919 

53,148 

70 

1920 

49,740 ■ 

84 

1921 

64,409 

72 

1922 

52,201 

64 

1923 

46,121 

67 

1924 

46,807 

67 

1926 

50,308 

64 

1926 

49,169 

62 

1927 

51,239 

42 

1928 

51,589 

70 

1929 

66,818 

87 

1930 

46,521 

98 

1931 

46,792 

91 

1982 

41,779 

81 
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Table A1. ] 

Midnapobe. 



Year. 

Ueatbs from all caueeH. 

Gross produce of rice in per 
cent of normal yield, taking 
normal yield = 100 

1902 

116,106 


78 

1903 

86,759 


73 

1904 

71,948 


78 

1906 

93,839 


79 

1906 

100,696 


84 

1907 

99,272 


59 

190B 

86,911 


83 

1900 

62,836 


78 

1910 

67,211 


88 

1911 

72,109 


76 

1912 

94,875 


116 

1913 

88,531 


47 

1914 

77,289 


76 

1916 

88,003 


96 

1916 

82,667 


98 

1917 

78,969 


114 

1918 

107,385 


120 

1919 

113,262 


66 

1920 

97,895 


105 

1921 

82,462 


98 

1922 

64,396 


112 

1923 

62,874 


82 

1924 

65,889 


78 

1926 

59,997 


69 

1926 

67,235 


66 

1927 

64,229 


63 

1928 

63,838 


9J 

1929 

57,313 


66 

1930 

56,730 


96 

1981 

62,978 


72 

1932 

58,781 


83 
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It may, however, be contended that in Bengal, besides rice 
there is a certain amount of consumption of wheat ae well, and rice 
and wheat should both be taken into consideration, A difficulty 
arises here in finding out a common denominator. How to reduce 
the different food sup^dy to a common level? Maunds of rice and 
maimds of wheat cannot be added together. Nor can we weight 
wheat in terms of rice in absence of the knowledge of peoples' 
liking for wheat. The safest course, therefore, seems to be to fiind 
out the total money value of these two food stuffs and then make 
necessary corrections for changes of purchasing power of the rupee 
during the period of observation. Here the prices have been deflat- 
ed in terms of gold prices during the period publishe<l by the 
Statistical Department of the Government of India. The prices 
recorded and used in framing these tables are the harvest prices 
which should not be deflated in terms either of wholesale Calcutta 
prices or of prices of all articles. Working on this basis, the co- 
efficient of correlation between total rice-wheat food supply and 
deaths is found to be 4v0‘2<)5 in Jessore and -f0*2'70 in Midnapore. 
Here also, they are both less than 0-3 and cannot be considered 
significant. 
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Table 


B.] 

Jehsore. 


Year. 

Ueaths from ail oauaes. 

Total money value 
two food stuffs. 

i9oe 

77,133 

387-52 

1903 

07,855 

373-68 

1904 

76,993 

377-72 

1905 

71,328 

360-55 

1900 

00,849 

532-29 

1907 

03,879 

576-92 

1908 

02,297 

518-40 

1909 

58,198 

566-50 . 

1910 

58,080 

534-88 

1911 

52,049 

609-46 

1912 

59,769 

658-70 

1913 

49,498 

436-06 

1914 

53,790 

538-46 

1915 

65,099 

569-80 

1916 

56,770 

629-10 

1917 

41,575 

477-72. 

1918 

52,722 

446-85 

1919 

53,148 

667 90 

1920 

49,740 

734-50 

1921 

04,409 

557-(W 

1922 

52,201 

399-00 

1923 

45,121 

275-26 

1924 

46,807 

465-70 

1925 

50,308 

892-00 

1926 

49,159 

369-00 

1927 

51,239 

494-00 

1928 

51,589 

706 00 

1929 

56,818 

528-50 

1930 

46,521 

420-50 

1981 

46,792 

366-00 

1932 

41,779 

274-50 
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Table B1.] 

Midnapore. 


Year. 

Deaths from all causes 

Total money valui 
two food stuffs. 

19m 

115,106 

649-54 

1903 

86,759 

534-36 

19(M 

71,948 

446-39 

1905 

93,839 

615-14 

1906 

100,698 

668-29 

1907 

99,272 

434-51 

1908 

85,911 

542-50 

1909 

62,836 

476-06 

1910 

67,211 

462-58 

1911 

72,109 

449-53 

1912 

94,875 

484-75 

1913 

88,531 

324-78 

1914 

77,289 

504-30 

1915 

88,003 

754-18 

1916 

' 82,657 

933-56 

1917 

78,969 

784-80 

1918 

107,385 

1009-50 

1919 

113,262 

1245-30 

1920 

97,895 

132990 

1921 

82,462 

1196-82 

1922 

64,396 

1164-93 

1923 

62,874 

921-17 

1924 

65,889 

716-86 

1926 

59,997 

994-71 

1926 

67,235 

1070-26 

1927 

64,229 

1008-69 

1928 

63,838 

1068-50 

1929 

57,313 

801-00 

1930 

55,730 

681-50 

19S1 

62,978 

718-00 

im 

58,781 

661-64 
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It may further be contended that Malthiis referred to food 
supply which is not only produced within the country but which 
can be acquired,"^ and as such an association may be exj)e(‘ted be- 
tween tot-al agricultural production and deaths. l>atu for this 
purpose are available only for twenty-five years, the harvest prices 
of non-food crops such as J^inseed, Rape and Mustard, Sugarcane 
and Jute being obtainable from 1907. The total money value of 
the crops (corrected for the ])ur('hasing power of the rupee) will he 
found for each year from 1907 in the tables on iniges 410 and 411. 
The (joefficient of correlation is now 4-0fl4 in Jessore and f 015 in 
Midnapore. The 5 per (‘cnt value of the coefficient of correlation 
for samples of 20 is about (H. Roth the observed correlations are 
less than 0-4 and as such (annot he considered significant. 

The ol)served coefficients ( f correlafi<;n in any of the ahoV(* three 
cases are not significant and the present material ahords no siip])ort 
for the Malthusian hypothesis. Rut before 1 conclude, I must 
point out that there are twenty-eight districts in Rengal of whicdi 
1 have analysed statistically only two of them. The subject, there^ 
fore, deserves more detailed study. Besides, J have taken a lag 
of six months in the present paper. It would be also desirable to 
correlate production in one year with death rate of the succeediii” 
year which would give a lag of about eighteen months.^ 


6f. The Essay, First Edition, Edited by Ashley, p. SO. 

8 This note is the result of a discussion with Professor P. 0. 
MahaJanobis, M.A, (Cantab), I.E.S., Hony. Secretary of the Indian 
Statistical, Institute, and it has been worked out in the Statistical 
Laboratory. 
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Table C. ] Jessobe. 


Year. 

Deaths from all causes. 

Total money value of ch 
agricultural products. 

1907 

t«,879 

1502-60 

190H 

62,297 

906-47 

19(W 

58,198 

1103-75 

1910 

58,082 

124813 

1911 

52,049 

2483-90 

1912 

59,709 

2711-20 

1913 

49,498 

1744-00 

1914 

53,790 

2000-77 

1915 

05,099 

1918-30 

1910 

50,770 

l(i21-00 

1917 

41,575 

1274-52 

1918 

52,722 

1053-85 

1919 

53,148 

2347-90 

1920 

49,740 

212960 

1921 

04,409 

1690-04 

1922 

52,201 

2965-60 

1923 

45,121 

1589-25 

1924 

40,807 

2708-70 

1925 

50,308 

4384-41 

1920 

49,169 

2318-50 

1927 

51,239 

2907-00 

1928 

51,589 

3038-00 

1929 

50,818 

2853-26 

1080 

46,621 

1849-50 

1931 

46,792 

14 0-7& 

1982 

• 41,779 

1074-60 
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Table Cl.] Midnapobe. 


Year, 


Deaths from all causes* 


Total money value of chief 
agricultural products. 


1907 

99,272 

1664-62 

1908 

85,911 

1754-80 

1909 

62,836 

2 ^ 83-31 

1910 

67,211 

2503-86 

1911 

72.109 

2068-97 

1912 

94.875 

2161-63 

1913 

88,531 

1694-98 

1914 

77,289 

2244-74 

1915 

88,003 

2617-31 

191(1 

82,657 

2621-88 

1917 

78,969 

249072 

1918 

107,385 

284007 

1919 

113,262 

3243-19 

1920 

07,895 

3243-87 

1921 

82,462 

2479-51 

1922 

64,396 

2356 72 

1923 

( i 2,874 

2616-38 

1924 

65,889 

2801-86 

1925 

59,997 

3711-21 

1926 

67,235 

4696-56 

1927 

64,229 

4022-19 

1928 

63,838 

3716-94 

1929 

57,313 

2819-25 

1980 

55,730 

2443-50 

1931 

62,978 

1978-00 

1982 

68,781 

1801-54 



SOME CONCLUSIONS CONCERNIiNG THIE INTER- 
RELATIONSHIP OF BIRTH-RATES, DEATH- 
RATES, PRICES AND RAINFALL IN 
THE UNITED PROVINCES 

BY 

Murli Dhar Joshi, B.A. (Hons.), M.A. 

Hes(*'Orch St liolar, UniveTmfy of Allahabad, 

TJie population problem is very closely linked with vital 
statistics, and birth-rates and death-rates form the most important 
part of vital statistics. Hence a study of birth-rates and death- 
rates, and such allied subjects as are related to these will \ye of 
immense importance while discussing and solving the population 
])roblem. 

This is a preliminary report of research work done at the 
Allahabad University during 1982 — 84. The detailed methods of 
<*alculation will be given in the final report of research work, but 
some of the conclusions are submitted to the Indian Economic 
Association in connection with their discussion of the population 
problem. It may be mentioned that the results and conclusions 
stated below have been obtained by the application of recognised 
statistical and graphi{*al methods. 

* 

The statistics of birth-rates, death-rates, prices and rainfall 
of the United Provinces on which the present study is based cover 
a period of fifty years (1881 — 193(1). These statistics have been 
obtained fj*om different, government publhtations. 

It may be mentioned here that birth-rates and death-rates have 
been (corrected as regards natural increase and probable migration 
during intercensual years. 

The prices that have been studied here are barley-prices. 
This has been done because, firstly, the diagrams showing the 
movements of prices of principal crops of the United Provinces 
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show almost similar upward and downward fluctuations in the 
same years, and barley prices seem to serve the purpose of the 
median of all these prices. vSecondly, barley is one of the repre- 
sentative crops of this province for the mass of the people. 

The barley-prices as given here are in seers per rupee, 
consequently in tlie diagrams peaks mean low [)ri(‘es and 
depressions liigh prices. In other words the price curve is an 
inverted price curve. 


The sc atter-diagrams, and other time-series diagrams showing 
the birth-rates, death-rales, rainfall, and prices indicate very 
clearly that these phenomena are very closely interrelated with 
each other. The (‘oeffi(‘ients of correlation also (‘orroborate the 
above statement. 

Taking into consideration the relationship between birth-rates 
and death-rates we find that the birth-rates are positively (‘orrelated 
with the death-rates about one year later, while death-rates are 
inversely correlated with birth-rates a >ear later. The coefficients 
of cori’elatioii obtained l)etween the birth-rates and death-rates of 
the following year for some of the districts of the ITnited Provinces 
were between 4 017 and + 0*57. The coefficient of correlation 
between birth-rates and death-rates of the same year is also quite 
a high niimber which show^s the great infantile mortality and 
]U’ohably deaths of young mothers. 

The ('oefficients of correlation obtained between death-rates and 
birth-rates of the following year lie between 0*21 and - 0*31. 
This means that disease and high deaths lower the births in the 
following years by reducing the vitality and number of the people. 

These coefficients of correlation have been calculated without 
talcing out the trend from birth-rates and death-rates. The 
deviations from the trend wwild have given much higher coefficients. 

This relationship between birth-rates and death-rates shows 
that nature has provided some sort of automatic adjustment of 
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populaticm. Hi^?L births folloAved by high deaths, and high deaths 
followed by 1(» births prevent the increase of population to a great 
^lK*xtent. 


Coming the prices and birth-rates, if we examine the 

accompany lug diagram. - showing these phenomena we find a remark- 
able similarity in their fluctuations year, iht till'' 

<M)etti(*ieni of correlation which was obtained between the actual 
birtli-raies and prices was only + 0-35. This was due to the trend 
ill iliese phenomena which (‘an be seen very (dearly in the diagram. 
This trend was eliminated by calculating the deviations from seven- 
yearly and five-yearly moving averages for both the phenomena, 
and these deviations gave + 0*65 and -f 0*63 respectively as the 
(‘oefticients of correlation. (The upper two diagrams show the birth- 
rates and pric(\s free of trend.) 

The ])rices correlated with the birth-rates of the following 
year also gave -f 0*47 as^the coefficient of correlation. This show^s 
tliat there is a lag in the birth-rates of less than one year. It 
aiipeurs that fluctuations in prices cause oiiposite fluctuations in 
birth-rates about nine months later. Although this is a very short 
interval for the prices to affect births, yet as people can forecast 
the crop and prices some months ahead, so the total time may be 
considered sufficient to influence the births. 

We may lay dowm the conclusion that high prices lead to low 
birth-rates and low^ prices to high birth-rates. In other wwds, we 
may say that jirices are inversely related with the birth-rates. 


Now^ w’e come to the periodic changes in these phenomena. 
All of these phenomena show very clearly a period of six years 
wdth high amplitudes. 

These six-yearly periods have been calculated from the 
deviations from the five-yearly moving averages. 
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The accompanying diagram showing the nature and relative 
amplitude of the six-yearly waves in birth-rates, death-rates, prices 
and rainfall is of very great interest and importance. It shows 
very clearly the interrelation and interdependence ot these 
phenomena, and also gives an indication of lag in them. 

Let us closely analyse this diagram. We see thai high rainfall 
is followed by low prices (as mentioned al)ove the prices are given 
as seers per rupee, so the peaks really mean low prices and the 
depression.^ high prices), low prices are followed by high birth- 
rates and high birth-rates are followed by high death-rates. 
Similarly, we also see that low rainfall is followed by high prices, 
high prices by low birth-rates, and low birth-rates by low death- 
rates. 

W e also find that high death-rates are followed by high prices 
and low death-rates by low prices. This shows lhat disease reduces 
the supply of labour by rendering many hands iin apable of work, 
and consequently there is a fall in produce resulting in high prices. 
Similarly low death-rates and good health of the people will 
increase the supply of labour, so the produce will increase and 
prices will fall, other things remaining the same. 

From the figures of these six-yearly waves the period by which 
one phenomenon lags behind another phenomenon has been calculat- 
ed. It has been found that the maximum rainfall occurs 8*4 
months before minimum prices, and minimum prices occur 71 
.months before maximum births whicl) are followed by maximum 
deaths after 172 mouths. It is also to be noted that minimum 
deaths occur 11*7 months before the minimum prices. It thus 
appears that the low prices are caused both by high rainfall and 
low sickness in the previous year causing the supply of labour to 
be increased. This explains why the relative deviation of the 
price is greater than that of the rainfall. Otherwivse we would 
have expected the cause to show a greater deviation than the effect. 

The three-yearly periods in these phenomena also show' the 
^ame sequence, i.e., here also w’^e find high rainfall causing low 
prices, low^ prices causing high births, and high births causing 
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high deaths. But here the time lag has changed in some cases. 
High rainfall is causing low prices after a little over one year. 
Low })rices are causing high birtlis after just the same time as 
was found in the six-yearly period. But high births are causing 
high deaths about ten montlis later. 


From the median birth-rates of all tlie divisions in the United 
Provinces we find an average x^eriod of 3*()0 years from the maxima, 
and a period of 3 65 years from Ihe minima. Taking ])otli maxima 
and minima together we find an average period of 3*026 years in 
the birth-rates of tlie United Provinces. 

Similarly, from the median deatli-rates of all the divisions of 
ihe United Provinces we find an average period of 3'03 years from 
ihe maxima, and a period of 3*5!) years from the minima. Taking 
both maxima and minima iogether we fijid an average period of 
3*61 years in the deatli-rates of the United Provinces. 


In the monthly death-rates we find a period of 18 months, and 
it seems tliat in other phenomena also there is a period of 18 months 
which shows itself as a three-yearly X)eriod in the annual figures. 

Among longer jieriods there is an indication of a period of ten 
to eleven years in all these phenomena. 

Periods of 3*1 years, 3*6 years and 11 years have been found in 
meteorol(»gical observations, and in the floods of the Nile river, 
and in seveuil other x^benomena by prominent vstatisticians of 
the West. 
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THE CO-OPERATIVE MOVEMENT IN THE 
MADRAS PRESIDENCY 

BY 

Dr. B. V. Narayanaswamy Naidu, M.A., Ph.D., 
B.Com., Bar-at-Law, 

Annamalai University. 

All civilized coiiHtries have recogiiised co-operation as an 
important factor in uaiional economy. No other movement can 
contribute more to ameliorate the condition of the ])Oorer classed 
of a country\s inhabitants and increase their social influence than 
the co-operative movement which, rightly directed, can minimise 
the cost of living, cheapen production, increase employment and 
improve ihe purchasing power of tJie jieople so that a liigher 
standard of life might lie attained. The disabilitiets incident to 
poverty, viz., vslcnderness of resources, want of confidence and moral 
|)ower, are overcome by united (M>rporate action and a new outlook 
charged with lp)pe and confidence is induced in the people. Every 
committee and commission that has enquired into the economic 
condition of rural India has dwelt upon the appalling poverty o-f 
the masses of the who dwell always on the verge of star- 

vation. When ihe grave need of the times is to improve the ecor 
nomic condition of the, masses the importance of such a movement 
for India can easily be realised. 

Seventy-three per cent of India’s population are dependent on 
land, according to the census report. Dependence on land has 
been steadily on the increase though there has been very little 
improvement in the methods of production or in agricultural 
profits. Chronic indebtedness of the peasant cultivator, the rude 
implements to which he pins his faith even at the present day, and 
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tlie absence of proper inarketiu<»- facilities have each contributed 
their share to this result. Tlie weight of the heavy millstone of 
indebtednees (‘an be lightened from the shoulders of the poor 
peasant if a number of rural credit societies, established through- 
out Ihe country, readily advance him money on lighter terms. 
Similarly the establishment of non-credit societies can to a laige 
extent remove the other disabilities under which he is groaning 
io-day. Experiments in agricultural ])roduction and marketing 
have been tried with success in othei* countries and ‘ better busi- 
ness, better farming and better living ^ have been achieved. The 
(•o-oi)erative movement in other lands has covered almosi every 
sphere of national activity. In the realm of agriculture Einland 
has met with remarkable success by establishing^ co-operative 
societies for the purchase of land and live stock as well as fo? 
marketing and insurance.* Oo-operative development has been a 
marked feature, in lecent years, of the national life of England, 
France, Germany and Japan. 

Oo-operation in India was, for the first time, officially recog- 
nised by the passing of the Co-operative Act of IfXW. The progress 
of the movement in India was slow since the activities of co- 
operative societies were restricted to credit. The scope of co- 
operative activity was extended in 1912 by the passing of a new 
Act, Yet credit is the most important feature of the movement in 
this country; and this is no doubt inevitable considering the extent 
of mral indebtedness. In 1916 ihe Maclagan Committee surveyed the 
progress of the movement and submitted a masterly report ])ointing 
out its merits and defects. With the passing of the Montague- 
Chelmsford Act in 1919 Co-operation became a Provincial Transfer- 
red subject under the charge of Indian ministers. Considering the 
extent and population of India the progress of ( o-operation has been 
slow in this land. The Banking Enquiry Committee estimates that 
in 19Q0 there were about 100,000 societies in India, of which 78,000 


* Vide Finland, A Nation of Co-operators, by Thorstera Odhe, 
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were credit socdeties, having* million iiieinberH and a working 
capital of Ks. 40 crores. 

The uon-(n*edit societies numbered 1(>,(KK) and had a member- 
ship of 050, (HM) with a working (*ax)iia] of six crores of rn})ees. 
Taking the strengt]) of an average family to be five it may be 
•^afelv assei'tid that the co-o])erative movement has touched only 
15 million iieojde in this country. That only the fringe of the 
])robIen» Inns as ye1 been touched wrill be ina<le clearer by the 
following iable: — 

Proportion of members of agricultural 
societies to families in rural areas. 


Province 

All t^ocieties. 
Per rent 

Credit Sociel 
Per rent 

Ajmere-Marwara 

irv4 

16-0 

Assam 

2!l 

2!) 

Bengal 

4-4 

3-8 

Bihai* and Orissa* 

3-2 

31 

Bombay 

lO-O 

8-7 

Burma 


37 

(’eniral Provinces and Berar 

24 

23 

( \)org 

3t>-2 

.%-2 

Delhi 

11-5 

11-5 

Madras 

.S’3 

7-9 

North-West Frontier Province 

(>•2 

0-2 

Punjab 

10-9 

102 

T 'nited Provinces 

1-8 

1-8 


Though Madras comes third iu India in the matter of co- 
(*peration ranch yet rmnaius to he done. The problem of rural 
indpbtednes.s is graver than ever. It cannot be said that the advent 
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of this movement has airested — ^let alone dimiiiished — the ijorease 
of indebtedness of the agri(‘uhurist in this pioviuce. The iieasant 
still »‘oes to the money-lender in jireferenee to the ( o-o])erative 
society since the former is more ready to advanc*c him money and 
does not insist on jmnctnal payiueni. Naturally the amount of the 
loan multijdies with added interest and is often converted into a 
mort^fa^>*e on the land. Year by year indebt(*dnes,s increases steadi- 
ly and according!;' to the Madras Ihnikin^^* Kn(|niry (\)mmittee, since 
the Nic^'bolson llejiort, the number of mortf»ap‘es registered every 
y<Mir has incrc^ased threefold. The following table shows how 
mortgage-dcdits have heen iiieroasing in Madras since 189'52: 

Instrumenfcs of Moffcgapo. or OhligaUon for 

payment of money. 


Year. 

Number. 

AK(?reftat(* 

value 

Yumber. 

AKfrreRate 
> alne. 

18!I5 

-‘KUl.DOS 

7, 45). 90,530 

24,503 

84,12,225 

IHiKi 

;i52.15>3l 

7,21,25,5)80 

23, SO?! 

52,80,486 

18517 

373,754 

7,68,()0.5);33 

24,0(r> 

90,20,425 

185)8 

:j()«,998 

7,53,14,713 

21,439 

51,32,290 

185)51 

394,811 

7.75,75,501 

20.029 

47,92,151 

15JIM) 

410,749 

8,25,14,728 

20,749 

48,48,908 

mu 

411,980 

8,29,23.8,37 

20,5)68 

49,13,462 

15H)2 

384, 05)7 

8,11,40,25)9 

15), 923 

4)),97,7;18 

i5>y)3 

380,400 

7.95), 5)6, 330 

19,8)19 

44,5)2,349 

ISXM 

3()li,99f> 

8,19,78,5)88 

15,871 

39,35,200 

1905 

450,402 

8,80,87,142 

18,052 

44,83,495 

15M)6 

483,218 

!>, 88,52,411 

18,779 

43,49,093 

1907 

504,030 

10,52,87,218 

18,598 

50,71,025 


2 See the Madras Provincial Banking Enquiry Committee, pp. 79, 

ao, 81 , 82 , 
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limtiumonts of MorfcgaKe. Bonds or ObligaWou lor 

payment oi money. 


Year. • 

Niirntx^*. 

A #?Kregaie 
value. 

Nvimber. 

Aggregate 

value. 

lyoH 

519, o4S 

11,47,00,784 

18,457 

53,42,227 


581,97(1 

12,(K5,58,40v‘l 

18,9.52 

61,55,140 

11*10 


]2,;iH,(«,H27 

19,081 

02,52.928 

1011 

5‘,i^,9S7 

i;i,02,00,2H7 

20,088 

02,81,409 

11112 

5(i9,(i9l)' 

14,01.02,551 

2:11,4:18 

75.28,280 

lOlB 

imXAH 

15,14.87,057 

24,178 

75,30,825 

1014 

:):i2,;}iii 

14,78,08,0)8 

24,591 

80,30,783 

llHi") 

018,178 

15,08,71,300 

25,2(H; 

82,:i2,570 


riiVJ.oHO 

15,79,31,200 

25.505 

1 ,04,02,093 



15.58.19,913 

20,352 

1, 02,21, 991 



n. 97.49, 138 

25,7)9 

1.1)2.79,219 


vvy-.sM) 

21V271,1>»,99» 

29.;)7) 


1020 


20,02,08,1H>2 

29,:i74 

J,87,(Hi,741 

1021 

50:1.70] 

20,84,81,940 

28,190 

2,34,70,596 

1022 

5(H), HOI 

I9,(Hi,00.:i.55 

25,458 

1,99,66,880 

192;i 

400, (KHi 

19,07.01.541 

28,480 

2,17,50.994 

1024 

5(Hi,018 

10.94,18,477 

:io,oo9 

2,,S9,68,086 

llXlf) 

508,855 

20,10,06,341 

30,335 

2,49,37,524 

1020 

494,227 

19,71,02,310 

29,857 

2,40,00,099 

1027 

525,747 

20,50,72,473 

33,952 

3,99,07,601 

1028 

510,974 

19,87,43,259 

32,255 

3,43,26,964 

Thut ouly a small fraction of rural 

credit comes from the co- 

operative societies 

will become evident 

from the 

following table 
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based on investigation ot a few villages in the presidency under- 
taken at the instance of the Madras Banking RiKiuiiy Coinniittee: — 








a. 

> • 

VillaKP. 


Imperial 

Bank. 

Governmei 

I'rofeswional 

money- 

lenders. 

Ryot'. 

Co-operati 

Societies 

Fiast (iodavari 







Village 

j 



43 

7 

45 

do. 

2 



3(; 

12 

30 

do. 

3 

... 


r.3 

25 

22 

Jlellary 

1 


ID 

2(i 

(it 

• • * 

do. 

2 

... 

S 

37 

55 


do. 

3 


14 

46 

35 

5 


1 



6(> 

4a 

i. 




L 



Mi. 

do. 

3 




Jon 

... 

Coiinbaiore 

1 


3 

4 

4!) 

44 

do. 

2 

5 


... 

57 

38 

do. 

3 


... 

l(i 

«4 

... 

Average 


2 

3 

31 

47 

17 

Prom the above table i1 may 

be 

seen that the ryot 

money- 


lender advances 47 per cent, the professional moneylender 31 per 
cent, the Government 3 per cent and the co-operative society about 
17 per cent. The increase in indebtedness can therefore be ascrib- 
ed to the heavy rates of interest charged by the ryot as well as 
th^ professional moneylender. It may be pointed out her© that 
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5 ^. * 

the total agricultural indebtedness in Madras amounts to 150 crores . 
and in this respect it is exceeded only by Bihar and Orissa as is 
evident from the following table.-^ 

Provijiro, Total Kural Indebtedness. 

Ba. 


Assam 

• • >1 

2^2 crores. 

Bengal 

... 

100 crores. 

Bihar and Orissa 


...1 155 crores. 

Bombay 


81 crores. 

Burma 

... 

50 to 00 crores. 

Central Areas 

... 

...1 18 crores. 

Goorg 

... 

... 35 to 55 lakhvS. 

Central Provinces 

... 

... 36 crores. 

Madras 


150 crores. 

Punjab 

... 

...- 135 crores. 

l'nite<l Provinces 


124 crores. 


It cannot be denied that the extension of co-operative organ is- 
ation iu this province will go a long way to minimise this evil. 

As long ago as 18y2 the (lovernmeut of Lord Weulock recog- 
nised the imjmrlance of (he movement hy deputing Mr. Frederick 
Nicholson^ to study the theory of agriculture and land-banks in 
Europe. Though (he movement had a foreign origin its principles 
are not alien to India as is evi.lent from the working of the Hindu 
joint family as well as the craft gilds of Ancient India. Even 
before this movement came into e^stence mutual l(«n associations 
or A^tdhts played a part in the economic life of this presidency. 
The officials of Madras had a mutual loan fund called ‘ Siiddax 
Court Fund ’ in 1860 the object of which was to offer loans to 
memlK^rs on reasonable interest. These societies were found illegal 
. 1 . 18T2 since they were not registered under the Indian Companies’ 

» See The Indian Central Banking Enquiiy Committee, Vol. I, p. 66. 
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Act, and the result was that luiiny sec ieties were liquidated involv- 
ing a total loss of 20 lakhs. Though between 1872 and 92, 
2G0 Nidhis failed it may be said that ‘ the Nldhts of to-day have on 
the whole been working on better lines.’ The main objects of N idlus 
are to facilitate savings, to relieve members from old debts, ami to 
accumulate funds for special loans. Now these aie registered 

under the Indian Companies’ Act — ^five of them as banks, and the 
rest as N idhia under a separate list. In March 1929 there w^ere 
228 Nidhis in the presideiuiy distributed as follows : — 


Distrut 

Nurnbor. 

l^iul-up share capital. 

Bs. 

Madras 

17 

(iT, 82,830 

Ohingleput 

12 

8,48,308 

South Arcot 

5 

0,42,230 

North Arcot 

7 

5,03,848 

Tan j ore 

8 

35,02,124 

Tiichinopoly 

1() 

0,22,490 

Madura 

1 

11,20,050 

Itamnad 

5 

4,54,220 

Salem 

(! 

2,85,750 

Coimbatore 

123 

77,21,842 

Tinnevelley 

1 

70,337 

Guntur 

1 

15,004 

Nellore 

1 

2,05,313 

Bellary 

7 

4,70,921 

Anantapur 

10 

4,40,(i07 

The Nilgiris 

4 

2,80, 4a5 

Ohittoor 

4 

5,01,477 

Total 

228 

2,40,09,583 
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The first co-operative society in the presidency was regis- 
tered on 3(Hh August, 1904. At first the progress of the new 
venture was slow. In 1907 there were only 63 societies with 6,430 
luonibers, iu 1912 there were 972 societies with 66,156 members; 
and in 1915, 1,600 societies with 11H,726 members. The following 
table indicates the progress of the movement since then : — 


Year. 

SooieiicB of 
all kindn. 

Wlf)— 10 

1,800 

1910—17 

2,210 

1917—18 

2,718 

1918—19 

8,070 

1919—20 

5,027 

1920-21 

0,289 

littl— 22 

7.889 

1922—28 

8,4-18 

l!)2‘t_24 

9,785 


Y ear. 

Societies of 
all kinds- 

1924—26 

11,141 

1!.'25— 20 

11,973 

1920—27 

13,357 

1927—28 

14,510 

1928-29 

15,066 

1929-80 

16,236 

1930—81 

14,878 

1981—32 

14,436 


The finaiuing: of these societies was at first undertaken by the 
(JoTernnient; hut withiti a yejir the Madras Central Urban Bank 
was started and it undertook the work of financing the co-operatiTe 
societies throufyhont the presidency. Besides this the co-operativ® 
societies raised funds by means of share capital and deposits. 

Tn 1000 two central banks were started for finandng rural and 
urban societies. The Bankinf. Union, a new variety of central 
bank, which had individuals as well as societies as sharrfioldeM, 
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came into existence in llilii. Such unions not only advanced loans 
to members but also exorcised some measure of supervision over 
affiliated societies. 

By 1910 ( fl'eciive supervision of so('ietio.s oil her by the Central 
Bajiks or by fbe liegistrar was found impossible and so new organ- 
isafions called Su])eu’vising Unions sju-ang into existence in order 
to su])ervise ihe affiliated socidies, and tlieir membership was 
confined to ( o-operative societies within a seven miles radius. The 
following table indicates the growth of Supervising TTnions since' 
1910:— 


Year. 

Bupervisinn „ 

Unions. 

S lip vr vising 
Unions. 

Y^ear. 

Buporvising 

Unions. 

1!J1G-17 

.')7 

1 

i 

211 

1927-28 

414 

Iyi7-1H 

74 

1922-23 

249 

1928-29 

448 

1918-19 

102 

1923-24 

280 

1929-30 

450 

1919-20 

130 

1924-25 

325 

193(K31 

454 

1920-21 

179 

1925-20 

307 

1931-32 

430 



1920-27 

388 



The first 

Urban 

Co-operalive 

Society 

known as 

the Conjc' 


veram Town Bank was formed in 1904 in the Chingleput District 
to advance credit to members in Frlmn areas and in 1905 the fiivst 
non-credit society, (*alled the Tri])licane Co-operative Stores was 
foimed. This was followed by similar societies at Coimbatore and 
Madura. To co-ordinate the work of the various societies in the 
presidency and to promote co-operative work in all directions a 
Provincial Co-operative Fnion was registered at Madras in 19'14. 
The following table shows the growth of non-credit societies of 
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all kinds in the Madras Tresidency between the years 1916 and 
11332 


Year. 

1015—16 



Non-credit Societies. 

31 

1916—17 



42 

1917—18 



70 

1918—19 


.... 

138 

1919—20 



225 

1920—21 



256 

1921-22 



245 

1922—23 



256 

1923—24 



292 

1924—25 



581 

1925—26 



679 

li326— 27 



822 

1927—28 



mis 

1928—29 



1,080 

1929—30 

• 


1.064 

1930—31 



950 

i;)3(>_6i 



875 


S(nue idea can he f(>rine<l of the position of co-operation in 
Madras in relation to other provinces from the table below* 


Provinces. 


Total at tho end 
of the vear. 


Aseaiu ... ... 1,390 

Bengal ... 22,532 

Bihar and Orissa ... ... 9,404 

Bombay ... ... 5,734 

Burma ... ... 3,215 

Central Provinces ... 4,137 

Madras ... ... 15,237 

N. W. Frontier ... ... 166 

Punjab ... ... 20,333 

TTnited Provinces ... ... 5,467 


* Figures for 1030 ^ 81 , India, pp. 587 —^ 603 . 
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Though Madras claims a third ]da(e iu respect of the number 
of societies, taking urban and rural societies together, only 2T per 
cent of the population ore associated with Ihe movement. Ihit 
taking the aggregate Avorking ea])ital into aec'oiint Madras comes 
second with 18 ( lores of rupees Avhile ihe Punjab has 18*5 ciores, 
Bengal 14 7 and Bombay 12-8. If Avt‘ comjiare Madras wiih other 
provinces in regard to the number and ihe total Avorking caiutal 
of ngri(uiltural (uedit sociidies including mortgage hanks avo find 
tluit though Madras comes ihird in the number of societies io her 
credit she comes second in the matter of working (^apital. For 
while Bengal has 19,156 societies Aviih about 4*i) crores of Avorking 
capital, Bombay 4,526 AAuth about ^^87 crores and ilie Punjab li>,125 
societies Avith aboul 7*79 crores, M.adras has 12,540 societies A^uth a 
total Avorking (‘a])ital of about (r64 crores. As legards non-agri- 
cultural credit societi(‘s induding Urban Banks, Madras, comes Urst 
in ihe number of societies inid second in the amount of total 
Avorking (‘a])ital. Of societies of this kind Madras has 1,151 with 
a working capital of about l-(;6 crores Avhile Ihmgal has 456 socie tit's 
Avith 2-57 (i-ores, Bombay, 580 societies Avith 8-32 crores and the 
Punjab, 1,0[)2 societies with -96 crores. Madras has lagged behind 
in the matter of non-credit societies of all kinds imlnding sales 
societies. The lead in this aspect of co-operation is taken by Bibar 
and Orissa with 8,949 ssocieties and a total w^orking catdtal of abont 
2*76 crtAres w^hile Bengal has 2,736 societies AAuth *8 crores, Bombay, 
504 societies with 128 crores, the Punjab, 2,9'59 societies Avith *56 
crores, and Madras, 437 societies Avith *18 crews. In regard to 
Central Banks, Banking Unions and Provincial Banks the following 
tables make clear the position : — 
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* The Indian Central Banking Enquiry Committee, p. 116. 

® The practice of the Central Provinces seems to be that the individual members of Central Banks are generally membe rs of the 
primary societies. 
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Though considcMuhle i)rogTes8 has been made by Madras in 
several directions, when one takes her population into considera^ 
tion, there does not seem to be too much reason for congratulation, 
(hi iln^ other hand tin* Tun jab, relatively to her papulation, leads 
in (he co-operative movement by her all-round progress. Much 
leeway has yc^t to be made hy Madras in the direction of non- 
agricultural credit societies and sales societies. While the credit 
aspect of co-(j|ierative endeavour has been in the forefront, those 
aspects of the movement which are calculated to promote better 
living and better production by cor])orate activity have not received 
the attention they merit. Credit, they say, can be misused by the 
agriculturist beset by temptations; but the skill and confidence 
that, he gains l)y united eti'ort will Ix' an acquisition beneficial not 
only to himself hut also to posterity. However, (he resources open* 
to the s()(ueties form onl^\ a very small fraction of the annual 
reipiinunents while at the same time there is need for the wider 
extension of th(‘ movement both in urban and in rural areas. 

Though such are tlie^ needs of the movement vaiious forces 
have tended to restiict the scope of co-o])oration in the province 
instead of encouraging it to develop into greater usefulness. The 
llt^gistrar of ( 'O- 0 |]erative Societies in his report for 1931-32 (latest) 
says that during the year, while lOO agricultural societies were 
registered, the registration of 5(4 agricultural societies w^as can- 
ecdled. Ihe following table shows how iii recent years the number 
of registered societies cvmy year has declined while the number of 
societies liijuidated has lieen steadily on the increase. 

Societies llEGisTRUEn and IirQuu)\TEi) prom 1926 32. 


> I'ar. 

27 

Societies KcRistered 

1,465 

Societies Liquidtited. 

71 

1927—28 

l,2(i() 

107 

1928—29 

729 

150 

1929-30 

536 

383 

1930—31 

320 

510 

1931—32 

129 

629 
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This is not a feature peculiar to Madras. The Registrars of 
OcM>peTatiTe Societies in Bihai* and (;rissa as well as the United 
Provinces tell a similar tale. The Registrar of Co-operative 
Societies, U. P., in his report for 19vlt)-Hi, says: "So far as the 
Oedit Societies are concerned, roughl;^ it may be said that, one- 
third are bound to go sooner or later, another one-third are on the 
border line whose future depends on circumstances, while the 
remaining one-third arc, in the main, thoroughly unsound.’ In 
llihar and Orissa also the Uegivstrar ])oiuts out that a close exami- 
nation of the working ot co-operative societies in that province in 
1929-30 reveals a somewhat precarious state of altairs. Opinions 
may differ as to the extent lo which th(‘ jnovement has received a 
set-back in this as well as in other ])rovinceiS. Rut i1 cannot be 
denied that the progress of the movement has })een visibly retarded 
in almost every province of this land. 

An unduly pessimistic view of the movement as a whole has 
been taken in certain quarters, and the arguments that the Board 
of Revenue urged against Mr. Frederick Nicholson in 1896 are 
revived. It is sought to he proved that the selfless social worker 
inspired with abounding zeal for reform is conspicuous hy his 
absence and that the movemewt has been captured by j)olitical and 
communal cliques and that therefore the activities of the societies 
must be restricted. The ( lenient of truth in this line of argument 
makes it all the more insidious. It is no doubt true that political 
and party feelings have affected the working ot some societies in 
this province. At worst, this can only 1)(‘^ a passing phase, which 
can be tided over by devoted and continued endeavour with a little 
more of optimism. However, it is worth-while to examine with 
what basis of truth these charges are levelled. Even leading 
supporters of co-operation in Madras have admitted that all is not 
well with the movement. Oases of fraud and misappropriation have 
been painfully frequent and the Registrar of Co-operative Societies 
in his report for 1931-32. records that the number of criminal 
prosecutions during the year was 49 as against 71 in the previous 
P. 7 
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year. Honesty the keystone of the arch of co-operation and with- 
out it the whole edifice iiuisl tumble down. It behoves all those 
interested in the deveio])ment of this province to give their best 
attention to the j robieiii of weeding* out from the movement the 
dishonest and the uiideseiving. 

However, embozzleinent and fraud Imve been neither solely nor 
priiiiai'ily responsible for the set-i)aek the movement has received 
in Madras. The causes for such a state ol affairs lie deeper. Over- 
much em])hasis has been laid on the credit side of the movement 
and sufficient care has not been taken to see that loans are utilised 
for immediate pioductive purposes. Short term loans have often 
l>eon used by agriculturists for long term i)urposes and since the 
loans could nut be returned at the eml of the harvest overdues 
have tended to a ((Simulate an<l the major j)ari of a society’s re- 
sources has thus been locked up. The depression in commerce and 
industry has, no doubt, Iiad a baneful effecd on the working of co- 
operative sexieties of every kind and overdues have become a 
marked feature of societies of all kinds. The following table’^ 
shows the increase in overdues: 


Year. 

Demand nndet 
principal in the 

Amount 

oTerdiK*. 

I'ercentage 
of column 


year in lakhs of Ks. 

3 to 2. 

1 915-10 

32-939 

10*436 

31*68 

1916-17 

40’471 

1 1 *644 

28*77 

1917-18 

47-778 

11*686 

24*46 

1918-19 

53*286 

13*097 

24-57 

1919-20 

08*316 

16*384 

23*98 

1920-21 

95*490 

29*278 

30*66 

1921-22 

119*873 

37*265 

31*08 

1922-23 

137-951 

46*613 

35*96 

1923-24 

163-958 

68*357 

41*69 

1924-26 

201*567 

84*565 

41 -95 

1925-26 

233-570 

107*793 

46-16 

1926-27 

265*629 

121-295 

45*66 

1927-28 

316-740 

136*575 

42-81 

1928-29 

361*118 

147-729 

40*90 

1929-30 

370 723 

176 238 

47 00 

1030-31 

427*298 

254*615 

69*66 

1931-32 

436*882 

275*730 

63*11 


Compiled from the Annual Reports of the Working of Co- 
operative Societies’ Act II of ]912, Madras, 1916—^2. 
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Many directors do no1 seem 1o realise ihat one of the best 
methods of national service is promoting tlie cimse of co-operation 
in this land. Faction, favouritism and ne})otiam have no plac^e in 
the economy of co-oporatiou. Petty jealousies and hiekerings 
should he forgolten in the disinierested ser\dce of the people. 
rncom])etonce and dishonesty must he cut off Avith a ruthless hand 
if the movement should have a strong and healthy growth. Neither 
personal piominence nor party aggrandisement should he allowed 
to dominate the woiking of any society largo or small. Si)ecial 
(^are should he taken to .see that funds are applied for the purposes 
for Avhich they are ostejisihly borrowed and unremitting and vigi- 
lant supervision should make the path of the slacker and Iho 
shirker extremely difficult to tread. Independent and effeetive 
auditing can alone insure the continued iirogress of any society. 
Gtovernment also should try their level host to mend societies 
instead of rushing to end them and must folloAv a policy of recti- 
fication and cantiims registration rather than a policy of winding 
u]) and liquidation at any cost. These factors then are, in the 
main, responsihle for the stagnatioTi of the movement in this 
])rovince. 

It may he well to suggest Iioaa this crisis in co-operation can 
he tided over. The association of government with the co-operative 
movement has contributed in the past to steadying the movement 
and ins])iring the confidence of the public in its working. One 
should think twice before one suggests that there should he any 
great measure of relaxation of goveniment responsibility. Genuine 
interest on the part of officers of government in the groAvth of the 
movement can go a long way to help it. A progressive and sym- 
pathetic policy on the part of the minister in charge has helped 
the movement a great deal in Ihe past and there is no reason to 
think that a similar policy in the future will not produce even better 
results. But government iiolicy apart, the impulse for a new and 
better order must come from within, from a genuine desire on the 
part of the cultured and public-spirited to see that co-operation in 
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tli 0 ir proviiict' juihs along’ rig'ht Jiivory 6*iid6ftVOUr should bo 

juadt* 1-0 rescue soc ieties from the grip of faction and party. The 
large overdues which have accumulated can be reduced by enabling 
debtors to pay l)ack in easier instalments, by reducing the rate of 
interest, and if nef*essary by foregoing the interest altogether, if at 
least the principal, can be recovered. Such measuras, no doubt, 
are the last resort ; but when no other measures succeed such will 
have to be adopted. Other countries in similar predicaments have 
also resorted io these drastic remedies. Since property statement® 
form the basis of cuedit no effort should he s])ared to see that they 
are accurate and up-to-date. lluthless and stringent measures to 
enforce this will certainly have a salutary effect on the movement. 
It is also <lesiral)le to make the terms of Ihe Societies’ loans more 
attractive by reducing the rales of interest as inu(‘h as possible. 

'Fhe importance of an inde])enclen1 , impartial and accurate 
system of audiliiig for ihe successful working of societies cannot 
be over-emphasised. The question of ihe method of auditing haa 
been very rrmeli in the public eye of late. Four different methods 
of audit have been suggested and discussed : audit by local unions, 
by central organizations, by certified firms of accountants and by 
government. It would be difficuilt to indicate an exclusive method 
of audit which can meet the often divergent needs of the various 
socitdies; but a chxse examination of the problem cannot fail to 
iweal methods which are njore suited to the needs of the situation. 
Audit by local unions is o],en to the objection that the auditor who 
has to review the ^vork of the directors is appointed by the directors 
themselves. Impartial and independent auditing is impossible 
when the auditor is a creatnre of the directors. The central scheme 
of auditing has also its own <liHadvantages ; auditors who go 
periodically to distant societies can have no intimate' knowledge of 
their w^orking and the central organization has to depend on their 
notes and observations. From ft. O. ISTo. M. S. 224 dated 21.2-'33 
we learn that this system of audit is not popular. Auditing by an 
independent and reliable body of professional, auditors would, be 
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the best solution of the j iohleu). Nevertheless it um«i be realised 
that a body of trustworthy auditors sjijecially trained for co-operative 
work can grow up only in course of time. Till then the task of 
auditing will have to be shouldered by government. The enthu- 
siasts for de-(jfficiali5fiation may not subscribe to this view; but it 
would be unreasonable to s\is])eci the bona fides of government 
especially when co-operation will be in the hands of a popular, 
elected minister undei* ju'ovincial autonomy. In recent years 
national economy has been more and more the concern of the state 
and heiK'e state direction and regulation must he weh*oined rather 
than resented. It iniist, however, b(» the endeavour of the state 
to associate more and more, juivate auditors with the work of 
auditing the societies till the time comes when the burden can be 
transferred to an independent and reliable body of fully trained 
auditors. 

Expansion and rein vigorat ion cannot, however, be the result 
of mere rectificatio-n or le-orientation of policy. The sustaining 
power of all co-o]H‘rat ive action is the strongly felt need of the 
masses of the ])e()ple. Erop(‘r education in the principlas of co- 
operation and intensive pro]>aganda as to its urgency can alone 
rouse in them this desire. Education in co-operation can secure 
not only a large body of enthusia^stic co-operators but also a conti- 
nuous supply of skilled organisers, auditors and workers. In 
countries of the West this task has been taken up by vsuch institu- 
tions as the American (b-operative College of Wisconsin, the 
I^n ingrad Co-operative Academy and the Co-operative College at 
Manchester. These institutions are being maintained by the Co- 
operative Organizations of the countries concerned, and they have 
even gone further and awarded scholarships for advanced studies 
in co-operation. A central College of Oo-oi>eration in this presi- 
dency is therefore to be desired. 

Thus equipped and reformed the co-operative movement in this 
province can set before itself loftier ideals and wider fields of use- 
fuln^s. Better business, better living and better farming can be 
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secured by encouraging' Lab^is of thrift and united action. A 
reduction of ini crest aiid facilities for easy credit along with the 
growth of the invesinieni habit will promote banking. When the 
ideals of unsidfish work, unity and social service become more 
widely held and ap])reciaied, the activities of co-o])eratio'n can be 
extended in new^ directions. Greater attention can be devoted to 
the non-credit and ameliorative aspects of co-operative work such 
as housing, wholesale Imying and selling, rural reconstruction and 
model agricultural scheunes. Since agriculture is the primary in- 
dustry of this land there is unlimited scojie for societies whose 
object is to demonstrale^ and ])0])ula.rise imjuoved methods of 
agj'iculture and modern implements of farming. Cattle-breeding 
and dairying c‘an also be undertaken with ])rofit on a co-operative 
basis. In this connection it is necessary to ])oint out that special 
attention should be paid to tlie problem of extending the benefits 
of co-o])eratioii to those classas in the presidemey who are backward 
and submerged. 

This vast field of hiunanitarian work is not for one (lass or 
sec'tion of the p(M)ple, official or non-official, to undertake single- 
handed. The fight against disunion, ])overty and ignorance must 
be taken u]) unitedly by government and ])opular leaders working 
hand in hand. It would not do for government to shirk their re- 
sponsibility for the ultimate success of the movement they have 
inaugurated. Nor would it do for popular leaders to fight shy of 
government. Oonsisteiit and s(‘lfless endeavour can ere long, 
without any shadow of a doubt, raise the movement from the 
morass of stagnation and enable it to be a power for good to the 
large mass of the ].pople of this country. 


Agricultural 

Year. Demonetrative 

Societies. 

1926^27 ... 13 

1027-28 ... 15 

1928-20 ... 16 

1029-80 ... 17 

1980-81 ... 16 



A STATB3tENT, SHOWING THE PERCENTAGE OP BALANCE TO DEMAND UNDER PRINCIPAL, ARREARS, INTEREST 
AND CURRENT INTEREST FOR YEARS FROM 1915 TO 1932, FOR AGRICULTURAL SOCIETIES. 
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Graph shoiving 

1. Societies of all kinds. 

2. Total workin{' capital in lakhs. 

3. Individual Members. 

4. Reserve Fund. 



SCALB : 

1. 1 Div, represents Bs. 10,00,000 

2. I'Dir. » b®®® societies. 

8. TDiv. Es. 100 lakhs. 

4 . I’Div. ,. 100,000 members. 

(iV.S.— Numbers given to curves do not correspond with the numbers 
giTcn to diffownt items at the tops) 
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Graph shot ring : — 

1. Building' Societies. 

2. Non-Oedit Societies. 
Urban Credit Societies. 

4. Supervising Unions. 

5. Central Banks. 



n n n n I n n u u 


SCALV: 


1. 1 Uiv. rt^piesenfcs lO ftooit-bies, 

2. 1 DiVi JOO sociebit^s. 

3. 1 Div, 100 societies. 

4. 1 Div. 60 unions. 

5. 1«Djt. t« 3 Societies. 
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Graph shotring : — 

1. Demand under principal m the year in lakhs of rupees. 

2. Amount overdue. 

8. Percentage. 

4. Interest overdue at the end of the previous year. 

0 . Interest overdue at the end of tlie year. 



SCALK : 

I & 2, 1 Div. represents 10? 

3 & 4. 1 Div. ,, Rs. 20 lakhs. 

6. 1 Div, y, 10 per cent. 

N,B^ — Nos, given to curves do nob correspond with the Nos. given at the top). 
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Graph shofrrng 

1* Number of Members. 
12. Number of Societies. 
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Scale : 

1. 1 Div. represents half million. 

2. 1 Div. IfOOO societies. 
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Graph shoiring ; — 

1. Societies under liquidation. 

2. Societies of all kinds. 



Scale : 

1. 1 Div. represents 50 societies. 
2* 1 Div, „ 1,000 societies, 




THE PROBLEM OF RURAL INDEBTEDFTESS 

BT 

Professor P. J. Thomas, 

Madras University. 

1. The Need far Agricultural Relief. 

Depression is necessarily a period of hardshi]) for the debtor 
classes in the community; it leads to an unjust redistribution of 
wealth. While the creditor gets a premium, the debtor gets a 
penalty in tliat he has to return a much larger purcdiasing ]>ower 
than he received. Two principal depressions occujred in India 
during the 19th century, the first in 1820 — 54 and the second in 
the sixties. But neither of these apparently affected the country 
as much as the present depression; nor were they so widesj)read. 
During the first i)eriod, India was not so dependent on foreign trade 
as now, and the second depression affected chiefly the cotton tracts. 
Further, the general price-level never seems to have fallen so 
rapidly and drastically as between 1929 and 1932. The result is 
that all debts have increased in quantity as well as in burden. 
Since 1930, borrowings have been fewer, bu< the bulk of (he older 
debt remains unpaid. According to an estimate made by the United 
Provinces Agricultural Debt Enquiry Committee, only 7 j)er cent 
of the long-term debt and 25 per cent of the short-term debt had 
been repaid annually since 1930.^ The proportions may be more or 
less true of other provinces. Interest payment has sWkened 
everywhere, and according to all accounts, hardly 20 per cent of 
the interest due annually must have been paid in the last three 
years. Calculating on this basis, the total agricultural debt of 


1 The U. P. Government Gazette, September 10, 1932, p. 297. 
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British India must have increased from Hs. 900 orores to about 
RiS. 1,200 crores; and that of Madras from B*s. 150 crores to Rs. 200 
CTores. But this is no indication of the real burden which is much 
higher. With nearly a 50 per cent fall in the prices of our staple 
products, the real burden of del)i has more than doubled since 
1929. The nominal burden of a debt of Rs. 100 raised in 1929 is 
still Rs. 100 and, if no interest has been paid, Rs. 14(S, but the 
real burden is about Rs. 150 and with interest about Rs. 222. If 
the total debt of British India in 1929 was Rs. 900 crores, and if 
no repayment of princi])al was made in the meantime, the real 
burden of that debt must now amount to about Rs. 1,800 c lores, 
ami if all interest is in arrears, Rs. 2,200 crores. On the other 
hand, the total jiroduction in the chief crops has in the meantune 
diminished from Rs. 1,018 croi'es (in 1928-29) to Rs. 5Iit) crores 
(in 1931-32). Thus while the income has greatly diminished the 
debt has vastly increased. 

Such is the pioblem facing us. But such a problem has been 
facing most countries, and some of them are even worse oft'. Two 
lines of action have been ])ursued by them. On the one hand, they 
have resorted to various measures of relief and on the other, 
attempts have been made to raise jirices. The ])Ian of action for 
raising prices consisted in carrying out public' works and devaluat- 
ing currencies. The public works programme injected purchasing 
power into the community and revived demand to a great extent. 
By abandoning the gold standard, several countries have given a 
prop to export trade and thus kept up prices in the country. 
Australia, Japan, and Britain have resorted to all these measures, 
whilst on the continent of Europe, the principal line of action has 
been carrying out public works and regulating import trade by 
means of exchange restrictions and import quotas. Had these 
measures been undertaken on an international scale, great success 
would have resulted from it, but even by national action countries 
like Japan and Australia have given considerable relief to 
agriculturists. 

F, 9 
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Direct relief lia« taken different forms. In some eountriesj 
G*overnment has given financial assistance to farmers in order to 
lighten the burden of debt ; in others, firm measures have been 
taken for preventing* the loss of indebted farms and for checking 
th(^ inordinate aceiimulation of interest.'-? Thus, the Farm llelief 
Act of the X'fnited States of America provides for the issue of 4^ 
per cent federal laud bonds to the amount of $2,0(K) million with 
the object, of making mortgage loans to fanners at 5 per cent in 
order to enable them to repay existing mortgages oari*ying higher 
rates of interest. Ily tliis and other measures, a powerful effort 
has been made 1)> the United States (lovernmeiit t(j regulate agri- 
cultural i)rodnetion and to raise j/iiees with a view to improving 
tlie farmers’ income, but the reeent unrest among farmers indicates 
that the measures have not been attended with nnnh su(‘cess. In 
Italy, agrieulturists’ debts have been converted into 2 ^:>, years’ mort- 
gages with annual jiayment for interest and redemption which may 
not exceed 7^ per cent per annum. In (lermany, a law of May 
1933 enables debtors to iippeal for special assistance in respect of 
debts entered into before 1931. In Austria, eiuumbered agricul- 
tural property is protected from forced sale, under certain 
conditions. In several States of Australia, the right of selling 
mortgaged property has been restricted by legislation and measures 
have been taken to keep down interest. In these and many other 
countries, measures have been taken to postpone debt, claims, give 
priority to new loans, convert shoit-term into long-term obligations, 
negotiate rent reduc tions and convert fixed money rents into yearly 
ywiyments depending upon the value of farm produce. In Holland, 
courts have been set up to negotiate between agricultural debtors 
and creditors and compulsory interest reductions have taken place 
in many countries. In Denmark, eountrj^ boards have been set 
up with power to postpone interest and amortisation payments, 

8 See World Economic Survey, 1932-33, pp. 160-^60, 311-46. 
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muking provision for new loans and inoratoria of old loans, granting 
tax relief, limiting intejesl rates and so forth.^ 


II. Debt Conciliation in India. 

In India nolliing sj)e(‘iaeular has been done by way of 
agricullnral jelief. In most j)roviiU‘es, some pari of ilie land 
revenno has l)(‘en reiniiled or Indd in abeyance. In the United 
ProviiKJCs, a coin])rehensive scheme of agriciiHiiral relief is con- 
ieiuplated and Bengal may follow suit. The unlinking of sterling 
from gold in Se])tember 11)81 resulted in a certain degree of devalu- 
ation of the ruj)ee, but this has not produced an> great revival of 
j)rices. Tliero is a gniwiiig desire that a lurg(*r measure of de- 
valuation must l)e carried oui as in Australia, so that our export 
trade may obtain an advanUig(* even over the sterling area, but 
recent currency (experiments cdsc'whero make one doubt if a slight 
devaluation — e.g., lowe^ring the ratio to Ibd. — would provide any 
real stimulus to our ex]>ort trade or serve to raise our internal 
[)Tices to ajiy perceptible extent. Onr ex]>ort trade has dwindled 
because of a fall in demand abroad for our goods, and if a real 
revival is to take ])lace, it cannot be by mere currency manipulation s. 
Further, as only a small ])]'oportion of our total production is 
exported — unlike Australia — it Is very doubtful if a slight devalu- 
ation would have any huigihle effect on our general price-level. A 
more effective means of reflating economic activity and thereby 
reviving prices would be to carry out a large programme of produc- 
tive public works spread all over the country, so that purchasing 
power and consumers^ demand may revive. This is likely lo benefit 
industry as well as agriculture. 

But there are no -sovereign remeflies for raising prices imme- 
diately, and it is useless to expect any immediate relief to indebU 
edness by such measures of general relief. If our aim is to give 


3 See World Economic Survey, 1932-32, p. ]59. 
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some imniedinie relief to ilie burden of indebtedness, we must do 
something more direct. Such direct relief has been provided in 
(iermaiiy, Holland, Denmark and in several American countries. 
The j)rincipal agency used in the settlement of debt is conciliation 
between debtors and (^editors with the object of securing a com- 
position of the standing debt, Tfor is this anything new in India. 
It has belli practised in various parts of this country during the 
last 80 years. In the Central Provinces, debt conciliation was 
carried out in several districts during the depression resulting from 
ilie famine years of 1897 — ^1900. In Orissa a remarkable effort at 
debt redemption was made by Government between 1906 and 1912; 
subseciuently, in the Punjab, similar attempts have been made in 
several districts. Since the depression began, the Government of 
the Central Provinces and the Durbar of Bhavnagar State have 
carried out legislation for debt conciliation and have launched on 
comprehensive programmes of debt composition. 

The essential feature of the scheme is the appointment by 
Government of a Conciliation Board, or Commissioner, for adjudi- 
cating between the parties. The Board is authorised to go through 
the Avhole transaction, and having regard to the nature of the loan, 
the position of ihe two parties, and the trend of the price-level 
since the debt was contracted, they would settle upon the amount 
to be repaid, and the mode of repaying it. Conciliation may be 
compulsory or voluntary. In exceptional circumstances, compul- 
sory com iliation might he justifiable, but in provinces where the 
priiK'ipal source of agricultural credit is the agriculturist himself 
such a drastic remedy nmy not be essential. In Bhavnagar, a 
majority of the ryots and sowkars of the Mahal must apply jointly 
if a conciliation board is to be set up, and since most of the 
Mahals have asked for it. it is clear that the scheme is popular 
with the sowkars as well. In the Central Provinces, the recent Act 
authorises the Government to '•jet up conciliation boards in every 
distric t ; but the concurrence of the creditors to whom 40 per cent 
of the debts are due is necessary if the case of a debtor is to be 
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considered by the Jh)ard. Noi* is the award uiuonditioually bind- 
ing on the parties. When sttthment is obstructed by the obduracy 
of the debtor or the creditor, the Board may issue a ccutiHiate 
stating who in their opinion is the unreasonable party. The 
creditor may then resort to the ordinary courts, but he will noi 
get the costs of his suit, if he is the unreasonable party, and (he 
rate of interest from the date of the certificate will only be (i per 
(*ent per annum. 

The method of repayment is the crux of the whole ; roblem. 
If reiady cash can be ])aid, the creditor would agree to large 
reductions, but if the amount is to be paid in small instalments 
lasting over a long i)eriod, confidence is lacking and agreement 
becomes diflicailt. The chances of ready cash being jKud aie 
necessarily limited, and usually the sum is to be paid in instal- 
mentvS, but unless Government or a land mortgage bonk undertakes 
to pay the instalments, settlement is generally difficult. 

The redemption of the debt directly by Government is the 
simplest solution. This was the system tried in Ranchi District 
during 190(i — 12. Government advanced about Rs. 1| lakhs for 
redeeming debt, but did not proceed with it any further; for, 
Government soon realised that there were serious difficulties in 
re(*overing the amounts advanced on behalf of debtors.^ 

Today, a similar scheme of deht redemption by Government is 
being put through in Bhavnagar. In that State, the Liquidation 
Committee is authorised to write off any debt which is 
more than three times the land revenue assessment. The 
compounded amount would then lie advanced by Government 
on behalf of the ryot, and Government would recover the amount 
from the State’s share of the produce of each ryot, the lands being 
held on the hhaghatati system. The land revenue and the falfavi 
advances are first deducted from the State’s share, and the 

* Indian Banking Committee Report, p. 64 ; Behar and Orissa 
Committee Report, pp, 57-58. 
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balance would go to repay the State’s advances to the sowkar. 
When there is a bumpei* crop, the ryot may rei>ay the whole or any 
part of the loan in a lumj) sum. Such a scheme of debt redemption 
has idready been (*arried out in two-thirds of the State which in- 
volved iho settlement of a debt of about Its. (JO lakhs. The use- 
fulness of the scheme is evident from ihe fact that in mosi cases, 
the debt amounts have been drastically (uit down by the Liquida- 
tion Committee. For instance, the total nominal debt of the first 
five tapfxis taken up was Es. 14,19,378, but it was compounded by 
paying the sum of Its. 3,07,991, thus reducing* the bnrden of debt 
by full three-fourths, l^he annual interest charges alone had 
amounted to that sum and therefore by paying* a y(*ar’s interest 
charge the ryot would be totally freed from debt. At the same 
time, the sowkars are also benefited, in that they are able to receiver 
in cash, and at one stroke, far more than they could it left to their 
own devices. The succeSwS of the experiment is clear from the 
fact that land revenue and customs receii)ts have increased in the 
current year. It nuust be remarked that all this was j)ossible by 
the bold generosity of the Maharaja and the wise statesmanship of 
Sir Frabhasankar Fattani. 

Whether the Durbar will be able to recover from th(‘ r\ots 
the amounts advanced on their behalf remains to be seen, but the 
peculiar conditions of the State, especially the Bhafjhatni system 
of sharing produce between (Government and the ryot, may facili- 
tate reimymeut. But what is possible in a small State like Bhav- 
nagar, with only half a million people, may not be practicable 
throughout the country. 


III. The Role of Land Mortgage Banks. 

The proper agency for the settlement of the compounded debt 
is the co-operative land mortgage bank. Its large resources, its 
system of equated payments and the guidance and protection it 
receiver from the State will enable it to undertake such a function 
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i^tisfactorily. The failure of early ox])eriments at debt conciliation 
in India wa8 due to the lack of such an agency. With such baiikvS 
willing to undertake reiJayineni, creditors would readily agree to 
make substantial reductions in their claims.'* Indeed the land 
mortgage banks ina\ not be able to undertake such a duty in the 
case of all landholders. They can oidy take up the debt of those 
who own land, which in exicmt and quality is ample to inoduce an 
annual net income adecpiate to meet their instalments, but this is 
not the case with a large number of agric ulturists. Indeed il‘ the 
creditors’ dc*mauds are substantially cut down, more of the ryots 
can be brought within the category ot those qualitied to ivccive 
help from the land mortgage banks, hut cwen after ])ushmg uj) such 
persons, theiv would still remain many whose only salvation lies in 
insolvency. Further, in order to be sc) usetul, the land moitgage 
l)auks must agree on ecpiated l ayments spread over a long j>eriod 
of time, so that the annual instalments may Jiot be found too heavy 
in periods of low prices. A system ot graduated payments may 
also be advisable in view of changes in seasons and in price-level. 
In Euroj)e, loans for 50 years may not be unconiinon, but iii the 
conditions of India there are various difiiculties in spreading out 
repayment for so long a period. However a period of 20 to 30 
yeans cannot be too long (?veii for India, provided the security is 
good.® 

Further, the co-operative primary land mortgage banks can- 
not sen’ve the needs of the larger landowners and zamindars. At 
present land mortgage banks do not lend more than Rs. 5,000 to a 
single person, whatever his .security. The necessity has therefore 
arisen for the establishment of land mortgage cori)omtions on the 
joint stock basis, which could command extensive funds and are 

Banking Committee Report, p. 64. 

The Central Banking Committee recommends that ‘ for the present 
the maximum period should be twenty years. We hope that with 
sound management the banks should be able to extend the period to 
thirty years, if necessary,’ (p. 169). 
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able to help the lar^^er landowners. Dawson’s Bank of Burma is 
today the only joint stock bank of that kind in this country, and 
this is precisely the time when more of such banks should arise. 
We may learn much from the experiences the Credit Fancier of 
France, the Hypothek Bank of Japan, and most of all from the 
English Mortgage Credit Corporation, which was established in 
lfJ28. The leading joint stock banks of England are shareholders 
of the (^or])oration, and (idvernment is authorised to advance an 
amount uot exceeding £750, OfX) for establishing a guarantee fund, 
and this is to be free of interest for 60 years. As the period of 
repayment of loans is spread over a maximum of 00 years, this 
institution can render substantial aid to indebted landowners. 

However thorough the work of conciliation boards and however 
generous the agency entrusted with debt redemption, a large 
number of landholders will have to give up their lands and look 
to some other means for maintaining themselves. Indeed there is 
a strong public ojiinion for exempting from sale the property in- 
dispensably necessary * for the maintenance of the insolvent’s 
family. The Civil Procedure makes some provision for it, and both 
the Eoyal Commission on Agriculture and the Central Banking 
Committee strongly recommend an enhancement of this provision. 
The Royal Commission, while recommending a simple Rural 
Insolvency Act suggests that ‘ just as creditors have a right to 
insist thai all debtorvs’ assets should be impounded and applied 
towards the payment of the debts, so also the debtor should have 
the clear right to be allowed to earn his living if he can and to be 
free to make a new start in life.’ Indeed if the property so left 
is sufficient to maintain ^he family, it may be economically advan- 
tageous, but if it is not, as is likely, such leniency would do no 
real good to the debtor or the community. The best solution for 
the problem would be to enable such persons to migrate to new land 
or to industrial c^tres, and thus not only will they be enabled to 
start life afresh but the pressure on land can be lessened and the 
over-crowding in the countryside diminished. For this purpose. 



tfeOBLEM OF IltmAL INDEBTEDNESS 


457 


a colonisation scheme under State aegis must be carried out, 
wherever debt (*onciliation is put through. Such colonisatioii has 
been successfully carried out recently in (xermany, Italy and 
Canada, and the burden of the scheme is shared ladween the State, 
municij)alities, land mortgage banks and voluntary associa lions. 
All migration need not be within the country; rather in the present 
circumstances, it would be woriliwhile sending out colonists to 
new lands, so that Ihe rural congestion may be diminished. 

lY. Preventive Measures. 

To extricate agriculturists from indebtedness without guarding 
against a relapse into (lel>t is a sheer wa«le of eft'ort. Let all debt 
be wiped out by a hat of Government to-day, and tomorrow debt 
will be born again and will soon grow into its former size — provid- 
ed those who have money to lend have not be(ui scared away in the 
meantime hy the arbitrary action of Government. It is foolish to 
think that agricultural indebtedness can be cured hy merely extin- 
guishing the existing debt. The only effective n)eans of controlling 
debt is to fortify the agriculturist against future debt. This 
cannot be done ehectively by keeping a strict watch over money- 
lenders, nor by lowering rates of interest, but it can be done, to a 
great extent, by adopting a system of rural credit which is self- 
liquidating. If, for instance, the bulk of the rural debt is raised 
for productive purposes and if a careful distinction is made between 
long-term and short-term ]nirposes, and if short-term credit is in 
such amounts as can be repaid at the following harvest and if long- 
term (credits are raised from land mortgage banks or similar insti- 
tutions which allow equated or even graduated payments of (con- 
venient size, then debt can be kept under control and indebtedness 
can be greatly reduced. The co-operative society was expected to 
cure debt, but it has proved itself incapable of doing so, greatly 
because the co-operative society attempted to do mainly the work 
of lending money. If co-operation is to keep down indebtedness 
it must be able to fulfil a more comprehensive purpose. It must 
P, 10 
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first and foremost increase the income of the ryot by better tillage 
and better marketing, and must curb social expenditure, and in- 
culcate thrift. lx)ans must be given for productive purposes and 
in such form and manner as to be so used; and when the harvest 
is gathered, the society itself must take charge of the produce and 
maiket it in the most profitable manner and pay interest and taxes. 
To avoid grain loans from usurers at high rates of interest, the co- 
operative society must itself conduct a grain bank, on the lines of 
the grain galas of Chota Nagpur.*^ By such a poKoy, the ryot is 
assured of a more stable income; and the society is assured of 
punctual repayment. Such co-operative experiments have already 
been made in different parts of the country, and it is time their 
experiences were garnered, so that a new co-opeiative policy may 
be devised for the whole country. 

The best way of fortifying the ryot against debt, is to increase 
his income, and cui’e him of his improvident ways; but in some 
countries efforts have been made by legislation to insure i)roperty 
against incumbrance aild consequent alienation. The system best 
known in India is that of non-alienability of land, and this obtains 
in the Punjab, Bundelkhaiid, the Central Areas and parts of Central 
Provinces. The Punjab Act of 11X>1, on which others are modelled, 
forbids the alienation of land to iion-agricultural tribes. Its object 
was to fortify the agriculturist against alienation, but that has not 
l>een secured, seeing that the Act has stimulated the rise of a 
growing class of agriculturist moneylenders; it is curious to note 
that moneylenders have newly arisen even among the Gonds of the 
Central Provinces. As land can pass only to agriculturist classes, 
agriculturist moneylenders are always willing to advance larger 
sums on land security than the non-agriculturist moneylenders, and 
this has only facilitated land transfers from peasants to large 
landowners. On the other hand, the credit of the ryot has been 
restricted, and unless such impediments to the free transfer of 


’y B. AO. Banking Report, p. 119. 
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laud are removed, iioii-a^riculiurist leuders are bound to demand 
high rates of interesi aud land mortgage banks will not be able to 
operate freely, nor raise theii* Avorking capital through debentures 
on reasonable terms. The Imban Hanking Committee has there- 
fore recommended that Land AHenatioji Acts should be modified 
if land mortgage banking is 1o develop rapidly. « 

On a different footing are laws made to ensure a minimum 
holding to agricultural families. As m well-known, in a country 
which depends so little on n on-agricultural occupations, an increase 
in the number of landless agriculturists is attended with many 
serious social and e<*onoinic consequences, and it would certainly 
he desirable to pie vent agricultural families from losing at least 
such portions of their ])nj])erty as are essential for their shelter 
aud maintenance. Hence ihe ‘Homestead’ 1a\w of the Hiiited 
States of Ameri<*a, the ‘ Tlc^imstatien ’ laws of Central Europe and 
the ‘ Eive-Foddan ’ law of Egypt. In those countries, such mini- 
mum holdings are also ])i‘oiected by law from being subdivided. 

There is no doubt that such a policy would be desirable for 
India also, but there are various difficiiltiets standing in the way 
of its adoption. As already sboAvn, the prr capita bolding of land 
among agriculturists is very small and even if we take the culti- 
vating owners and tenants, the average holding is only 4^ acres. 
Indeed it would be exceedingly difficult to define an ‘ economic ’ 
holding, but except in the Avet tracts and where special commercial 
(‘rops are grown, even a holding of five acres may be uneconomic, 
and therefore if law insists on ‘ economic ’ holdings, it Avould 
involve the rise of a landless proletariat, which must he a grave 
social menace in a country Avhere trade and industry are so little 
developed. Nor is there much land fit for colonization in many 
provinces. It would also lead to mu(*h family strife and litigation 
and in this the example of Continental Europe is rather a warning 
than an encouragement. Inalienability of holdings would restrict 


6 Report, pp. 175-76. 
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credit and lead mojieylenders to resort to worse means of exploita- 
tion. Above ull, it would ^*o against the social system of Hiiidps 
and Muhammadans, and only a powerful (Government could carry 
out such radical reforms.'*^ 

However, considering the evils of frequent land-iilienations» 
something must be done io prevent family property from being 
alienated, and with growing opportunities for trade and industry 
in ihe country and with the increase of migrations, the possibilities 
for making a minimum bolding inalienable may grow stronger and 
it may soon become necessary to carry out legislation in the matter. 

Other methodss have often been j)roposed for checking the 
growth of mortgage indebtedness and for preventing land from 
passing hands frequently. This subject raised a controversy in 
Eiuro])e 30 years ago, and from it arose tbe idea of incorporating 
all landed property in a district and making future borrowing 
dependent on the common consent of all landowners. Schemes 
were proposed for this piirpo-se by K-obeidson, Baron Von Vogel- 
sang, liorenz Von Stein and Schaeffle. The formation of such cor- 
])orations of landed proprietors may indeed help in lightening debt 
burdens and for preventing property from passing hands among 
individuals, but it could not ]>revent j roperty passing to the 
Oorpovation itself. That would result in the conversion of owners 
into tenants and labourers, and they could never hope to rise to 
Iheir former status.i<^ 

The fundainental weakness of all such measures which dis- 
courage alienation of land is lhat they go against the gmin of 
human nature. The incentive to enterimse to-day comes from the 
possibility of hardworking small-holders becoming substantial 
landowners in course of time. What the lazy and improvident 


9 On these same grounds, attempts at remedying the subdivision 
and fragmentation of holdings are likely to meet with opposition. See 
Royal Commission on Agriculture, Report, p. 

10 Boyazo^ln, Agricultural Credit, pp. 168—^15, 
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landlord lose«, the thrifty and hardworking peasant gains, and 
society does not lose by such changes. Nothing is gained by keep- 
ing landed i)roi)erty in a few hands all the time. The law of life 
is change, and as things are to-day, to prevent change may mean 
stagnation. Indeed too freciiieiit transfers of land ma;*’ be an evil, 
especially in a country so greatly depending on agriculture; bnt 
while remedying that state of things, we need not go to the 
opposite extreme of rewarding incompetence and ])enalising 
enterprise. 

Y. Conoluaion. 

The remedial action suggested in this i)aper may now be sum- 
marized. In all pai’ts of the country where indebtedness is a 
serious problem — and this is to be decided by local enquiry — a 
scheme of debt conciliation must be carried out under the imme- 
diate supervision of Government, It will be found that a certain 
number of agriculturivsts can be redeemed from debt by their giving 
U}) jiart of their land or by land mortgage banks taking over their 
debt and receiving from them convenient instalments s])read over 
a number of years. In the case of many of those people whose 
property is not sufficient to redeem their debt even after it ha-s 
been cut down by the conciliation board, the best solution would 
be for them to give up Iheir land and migrate either to industrial 
centres or to new lands awaiting colonization. "For this purpose, a 
■migration scheme under Government control must be carried cut, 
with the aid of local bodies and charitable associations. Working 
hand in hand with this, there must also be a plan of rural develop- 
ment, which would make jirovision for an improved system of rural 
credit. To all who have been redeemed from debt and to others 
who want to avoid debt, the co-operative society and the land mort- 
gage bank must be the principal agencies of credit. All short- 
term credit must be supplied by the co-operative society, and it 
must be a charge on the borrower’s produce. The society must 
market the produce, and from the sale proceeds, it must pay its 
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own (lues and the instalments of the land mortgage bank, and if 
possible even the land levenue. Wherever necessary, the society 
must conduct a giain bank for helping ryots in times of scarcity. 
Loans for unj)roductive purposes must be strictly limited and must 
on no account be larger than the borrower could easily repay at 
the following harvest. A vigorous educational ])ropaganda on a 
nation-wide scale must be carried on for eradicating extravagant 
social expenditure, and in this the village panchayat may serve as 
a powerful agency. The ('(;-operative society will not only advance 
loans hut will also work for agri(*ultural improvement, and for this 
])urpose every society must obtain advice from expert guides who 
may be appointed by District Boards or other local bodies. This 
may also be a means of regulating agricultural j production with an 
eye to the requirements of Indian industries and (‘xport trade. 

Thus the scheme of debt redemption must be an integral ])art 
of a planned rural development and must include (1) debt coiKilia- 
tion, (2) emigration from congested areas, (3) establishment 
of co-oj)erative societies in every village, and land mortgage banka 
in larger territorial units, (4) a system of co-operative marketing, 
and (5) above all, a concerted move for agrionliural inq)rovement. 
The scheme must be juit into operation as a who-le, and ii may do 
little gowl if one part is detached and given effect to. To redeem 
people from debt without devising means for avoiding future debt 
will be of no great use. Similarly to talk of agricultural improve- 
ment 'when the agriculturist is loaded with a heavy burden of debt 
ivS futile. The j)reventive as well as the curative treatment must 
he put through simultaneously. 

However, let us not be inactive, because time is not ready for 
putting into operation a comprehensive scheme. As the Royal 
Commission on Agriculture wrote, ^ the worst policy towards debt 
is to ignore it and do nothing.’ This is particularly true of the 
pj^esent time. There has been an unprecedented rise in the value 
of money, and this has hit the debtors hard. A large number of 
agriculturists have been plunged into the slough of despond by the 
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unbearable burden of iiieir debt. Such a situatioi) should be care- 
fully handled. The Macmillan Committee lleport says : ^ A study 
of history, we believe, confirms the opinion that it is in the changes 
in the level of prices, and in the consequential alteration in the 
position of debtors and (‘leditors, entrepreneurs and workers, 
peasants and the tax-gatherers that the main secret of social trouble 
is to be found/ Indeed the situation may not have become menac- 
ing in most parts of India, but when moneylenders begin to fore- 
close, it is possible iliat widespread social unrest may arise. 
Political unrest is bad enough, and to aggravate it by social dis- 
content is dangerous. The following words of liord Morley have 
a special meaning just now: — M}r(*at economic and social forces 
flow with tidal sweep over communities only half conscious of that 
which is befalling them. Wise statesmen are those who foresee 
what time is thus bringing and try to shape institutions and to 
mould men’s thought in accordance, with the change that is 
saliently surrounding them.’ 



AGRISTIC SERFS IN SOUTH INDIA AT THE 
ADVENT OF BRITISH RULE 


BY 

Prof. C. S. Srinivasachariar, M.A., 

A nuamalai U ni versi ty . 

Serfdom characterised Ihe greater part of the labouring classes 
of the land. In Malabar and Canara where the laud had gradually 
become the subject of distinct properties, the labourer was re- 
garded as the personal slave of the occupier of the soil and liable 
to be sold and mortgaged by him independently of his lands. In 
the Tamil districts he was attached to the soil and l»ad even a chiim 
to hereditary landed property as the incident of his status. In 
the Telugu region the institution seems to have been very weak. 
Ibit in all cases serfdoni was alw^ays domestic and never the subject 
of foreign tratfic. As long as the land-tax was fnoderately asvsessed, 
the proprietor could afford to maintain serfs to cultivate for him. 
When the tax was raised, it became necessary for the farmer to 
work on the land, often with the helj) of his family; and as a 
consequence serfdom is believed to ha%e declined to a considerable 
extent. 1 It is a well-established fact that -serfs used to claim 
hereditary landed property as an incident of their servile status. 

Malabar. 

It was only in Malabar that the dierumars who performed the 
bulk of agricultural labour, were regarded as the absolute property 
of their lords; they could be employed in any work that their 
masters were pleased to set for them, were not attached to the 
vsoil and could be sold and transferred in any manner. The only 

1 Manual of the Administration of the Madras Presidency, 1885, 
Vol. I, p. 112^ Note 1, para 3. 
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restriction as to tlie purchase and sale of these soils was that the 
husband and the wife could not be sold separately; but cliildren 
could be separated from parents and brothers from sisters. The 
serfs were of dilierent castes, like the VaUan^ Kauakan, Erday, 
etc.; and the differences iu the customs by which the marjiages of 
these were regulated, formed the basis of a considerable vaiiution 
in the right of the master 1o the children of his slaves. The 
industrious and observant l>r. Buchanan who visited Malabar in 
the last quaiter of 1801, thus remarks on their wages and 
condition^ : — 

‘‘ The master is considered as bound <o give the slave a certain 
amount of provisions; a man or woman while capable of laboui*, 
receives two edangalhs of rice in the husk weekly, or two-seventiis 
of the allowance that I consider as reasonable for persons of all 
ages inclucied. Children and old persons past labour get one-half 
only of this pittance ; and no allowance whatever is made lor in- 
fants. This would be totally inadequate to support them; but the 
slaves on each estate get one-tw'enty-first part o-f the gross 
produce of tlu' rice, in order to encourage them to care and 
industry. A male slave annually gets seven cubits of cloth and a 
woman foiuteen cubits. . . . 

“ There are three inodes of transferring the usufruct of slaves. 
The first is by ienmum or sale, where the full value of the slave is 
given and the property is entirely transferred, to a new master, 
who is in some measure bound by his interest to attend to the 
welfare of his slave. A young man with his wife will sell for 
from 260 to 300 fanams or from £6-4- IJ to £7-8-11 J. Two or three 
young children will add 100 faiiams or £2-9-7J, to the value of 
the family. Four or five children, two of whom are beginning to 
work, will make the family worth from 500 to 600 fanaim or from 
£12-8-0 to £14-17-11. The second manner of transferring the 
labour of slaves is by camtm or mortgage. The proprietor receives 

2 A Journey from Madras through the countries of Mysore, Canara 
and Malabar, 1807, Vol. II, pp. 370—72. 

F. 11 
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a loan of monej^ generally two-thirds of the value of the slaves; 
he also receives annuallj^ a small quantity of rice, to show that his 
property in the slaves still exists, and he may resume this property 
whenever he please*s to repay the money borrowed, for which in 
the meanwhile he pays no interest. In case of any of the slaves 
dying, he is held bound to supply another of equal value. The 
lender maintains the slaves and has their labour for the interest 
of his money and for their support. The third manner of employ- 
ing slaves is by letting them for patom or rent. In this case, 
for a certain annual sum, the master gives them to another man; 
and the borrower commands their labour and provides them with 
their maintenance. The annual hire is 8 fa/n/ims (Jls. 11 Jd.) for 
a man and half as much for a woman. These two tenures are ut- 
terly abominable; for the person who exacts the labour and fur- 
nishes the subsistence of the slave, is directly interested to increase 
the former and diminish the latter as much as possible. In fact 
the slaves are very seveiely treated ; and their diminutive stature 
and squalid appearance show evidently a want of adequate nourish- 
ment.” 

According to Buchanan, five families of vslaves, probably 
numbering 24 persons of all ages, are adequate to cultivate 2(K) 
porays of ric.e-land, which according to hivS estimate was a little 
more than 35 acTes; and they required five ploughs and ten oxen. 
He would advise ihe West India planters to adopt the Malabar 
custom of allowing female slavcvs io marry and thus to induce the 
negro slaves io breed and iivoid having recourse to an annual im- 
portation from Africa of slaves. 

Kuropean plantations in which gcxKl wages obtained, had a 
markefl effect in releasing the serf-class from some of it^ bonds. 
Conversion to Islam has had also the result of freeing the serfs 
from some of their former burdens. In the very first year of the 
British occupation of Malalrar (1792), a proclamation was issued 
against dealing in slaves. A person offering a slave for sale was 
to be punished as e thief; the slave was to be forfeited; and his 
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seller was to be fined five times hi« value, similar punishment be- 
ing meted out to the purchaser as well. Fishermen and Mappillas 
conveying slaves weie to be flogged and fined at the rate of Rs. 10 
for each slave conveyed ; while the vessels used in trade, exc ept 
the fisher-boats, were to be confiscated. But this i)roclamation was 
not to prevent the privileged su])erior castes frcjm purchasing the 
children of famine-stricken parents, as had been customary, but 
subject to the condition that the parents might repurchase their 
children, as had also been the ])ractice. The measure itself waa 
directed si)ecially against slave-stealing by robber-bands who 
easily disposed of their captives to the agents of vessels sailing 
from Mahe and CcKhin to the West Indies. Agristic slavery 
received the attention of the (Government only in 1819 when MV. 
Warden, the Princii)al Collector, wrote an interesting report on the 
condition of the Cherumar and the practice of selling slaves for 
arrears of revenue was prohibited. The ('?oiirt of Directors, in their 
despatch of 12th December, 1821, expressed dissatisfaction at the 
lack of i)recise information that had been given to them about the 
condition of the cultivating serfs. It was only in 1836 that the 
slaves on the (Tovernment lands in Malabar were emancipated ; but 
this was done in a cautious manner so as not to create any 
unnecessary alarm or aversion to it on the })art. of other pro]>rietors 
or premature hopes of emancipjition on that of other slaves.’’ The 
Collector had indeed to report, in 1842, that the slaves had increased 
in numbers from 144,000 in census 1835 to 159,(X)0 in census 1842 
and that ‘‘no gradual extinction of slavery is really going on in 
Malabar.” The Court of Directors sent out orders in 1842 for the 
entire abolition of slavery ; and in a subsequent despatch of March, 
1843, they called the special attention of the Government of India 
to the question of slavery in Malabar where the evils were so 
aggravated as compared with other portions of India.” This 
led to the passing of Act V of 1843, by which the right or claim 
of any person claiming a slave as jeMmam, hanam, or pattam would 
not be investigated into at any of the public oflSces or courts ; and 
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Government made it clear ttat it would not interfere with the 
slave’H inclination as to where he wished to work. 

Tanjore. 

The Pmiiioij/uls of Tanjore, workin};: the pan mi or home farm 
of the landlord, were serfs attached to the soil and transferred 
from one master to another along with the land. “ They seem to 
have been frankly slaves when the English came into the possession 
of the country, and many relics of the former state of things still 
existed.” From the report of the Tanjore Commissioners, made 
on the assumption of the administration of the district by the Com- 
pany in 1799, we read that the status of the paniwiyals of former 
days was slavery; and that the landholders bought and sold them 
to one another as they did their cattle, the price of a slave them 
current having been about 20 chakram!!, equal to a little over 
He. 31. The number of agricultural serfs seems to have been 
largely diminished by the devastation of the country at the hands 
of Haidar Ali in 1781. . According to the Tanjore Commissioners, 
“ many are known to have starved, others to have been driven away 
to the enemy’s country; and not a few to have engaged with the 
Europeans as sepoys, horvse-keepers, etc.; so completely however 
are they dispersed that some Mirasidars declare that they do not 
now possess more than one slave or Pallar in villages where they 
formerly maintained thirty or forty.” Though there was such a 
swwp of the labourers of the region, the necessities of the Mirasi- 
dars called forth “in larger numbers than ordinary all the inferioir 
classes of Malabars (Tamils) and Gentus (Telugue) who, under the 
name Payakaras undertake the cultivation of the village, and bmng 
paid in proportion to the fertility, and of course being interested 
in the produce of the soil, the labour they perform is considered 
fully equal to that of double the same mimber of slaves. “ In this 
way,” the Commissioners added, “ emigrants from other countiisB 
are accommodated with a livelihood as Pay^ras and thus it k 
that the landholders of a village are able sometimee to cultivate in 



AGRTSTIC SERFS IN SOUTH INDIA 469 

f^ll and at others t^iily a part of the Sarkar lands; but this is more 
prevalent in those villa^yes where the Tlrahniins are the Mirasidars, 
whose prejudices jncvent them from partaking but in a small 
degree, in the labours of the field and render them dependent on 
their vslaves or external aid.’*"* 

The paifnl'aiiu or pnral‘ft(lls (outside tenants) had certainly 
a better status. In tin* pnraKudi cultivation, the tenant i)rovided 
the required seed and ploughing sto(‘k and received a certain share 
of the outturn. Both the pn)\mt'nfal and the pvrnlvdi were allow- 
ed sites for their houses and backyards, free of rent; while an 
advance of money without interest was made to the former in order 
to tumble him to build his house. The ordinary daily wage of an 
able-bodied predial latiourer was about 'J of a morahknl of paddy ; 
i,e., nearly 4 lbs., whic h would give about lbs. of clean rice. The 
rate for female labourers was the same. These rates ap])lied only 
to labourers who were permanently attached to the mirasidars or 
were expected to become so attached. 

The status of the pumlifd! cultivator at- the beginning of the 
19th century, in the Tanjore kingdom was thus explained by Lieut. - 
(\>lonel W. Blac’kburne, Besident at Tanjore, in a communication 
addressed to T/ord William Bentinck, Governor of Madras, on the 
27th December, 1804 : 

“ The Poj-acudis are the labourers of the soil under the parti- 
cular appointment and orders of the mirasidars. Their name 
signifies foreign labourers. They are the servants of the mirasi- 
dars, semng for stipulated wages, sometimes receiving cash, but 
generally a proportion of the crops, as a spur to their diligence and 
labour. The mirasidar has a perfect right to discharge them for 
misconduct or when he no longer requires their services. No 
government in Tanjore antecedent to Mr. Harris’s, ever interfered 
between the mirasidar and the poracudi, unless to compel the 


3 Extract quoted in T. Venkaeami Rao’s Tanjore Manual, 1883, 
p: 390. 
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performance of their voluntary agreements with each other. The 
poi'acudi was responsible to- the mirasidar alone for everything 
relating to cultivation. The mirasidar alone was responsible to 
Government which neither enquired nor cared whether he cultivat- 
ed his land by the labour of slaves, the labour of himself and his 
family or the labour of poracudis- Mr. Harris endeavoured to raise 
the poracudis from the state of servants to that of equals and 
rivals to the mirasidars. He augmented and fixed uniformly their 
perc^entage and seemed latterly to consider them as entitled to 
ecjual privileges with th.? mirasidars. . . . 

Chingleput. 

Tn the Jaghir District of Ohingleput (which was obtained by 
the English from the Nawab of Arcot by grants of 1750 and 17()3 
and was finally taken over by the Presidency in 1780), the system 
of agristic slavery existed, the slaves being given a prescribed grain 
allowanc(> and a proiiortionato subsistence for each of their ( hildren 
or others of the family. ' The system seems to have been founded 
originally on contract; it made provision for the housing and 
clothing of the serfs as well as for (*ertain allowances to them both 
in money and in articles; and their marriages were performed at 
the expense of their masters. 

According to the Proceedings of the Board of Revenue, dated 
25th Tfovember, 1819, the condition of this description of the 
])eople, composing the chief part of the Pariahs of the district, 
had, <^f late, considerably changed, in consequence of the vicinity 
of the town of Madras where many of them obtained employment 
and their proprietors found it difficult to reclaim them.'' The 
poi/akaraif seemed to have been fairly well off; and some of these 
acquired a sort of life-estate in the inirasi lands which they 
( ultivated and were called resident payakaras. 

4 Three Treatises on Mirasi Right, by F. W. Ellis and others, 
1852, pp. 119-20. 
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The Southern DMricts. 

In the southern Tamil districts, slavery was prevalent undoubt- 
edly. It was iivsual for the slaves to be sold and mortgaged, either 
with the land or separately, at the pleasure of the proprietor. In 
Tinnevelly they were atfojded subwsistence only on the lowest scale, 
generally no more than 2 measures of paddy daily on working days. 
They were given small i)resents on the usual ooc^asions of marri- 
ages, deaths and festivities, and were entitled, at the harvest time, 
to a small deduction from the* gross produce, which generally 
amounted to 2'^ per cent. In the Trichi riopoly region, the Hoard 
of Revenue estimated in 1819* that the number of slaves amounted 
to 10,G00. They were usually sold with the land and sometimes 
mortgaged and were supposed to be fed by their masters in sick- 
ne*ss and in health. They were given small presents at the principal 
festivals and they were married at the expense of the mirasidars. 
The (luantity of land c*ultivated by a slave was of an extent capable 
of yielding 150 kalams of paddy. He wavS entitled to yearly 
emoluments amounting to f30f kalams of j)addy and money gifts 
of about Rh. 9 and fanams.'* 

The Central Distriots. 

In Salem there was discovered no vestige of slavery at the 
time of the Hoard of Re venue’s survey (1819) ; nor had any such 
practice obtained from the time the district came into the posses- 
sion of the Company.” According to the testimony of Dr. Bucha- 
nan, there prevailed two modes of employing agricnllural 
labourers in Hhavani and other parts of the Coimbatore district 
at the close of the 18th century. There were first the pmhijnls who 
were on the same footing as the Batigas of Karriata and who ])ound 
themselves occasionally for a number of years. In such cases the 
masters advanced money for their marriage expenses and recovered 

5 Srinivasaraghava Iyengar, Progress of the Madras Presidency 
during the lost Forty Years, 1893, p. Ixix. 
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it by small instalments from their pay. Unless they were tied down 
by, some such stipulation of this kind, the labourers could and did 
(‘hange their service whenever they pleased. The 'pa(liy(}l was 
generally hired by the year; but if he contracted a debt with his 
master, h<' could not ([uit the service till that was discharged. He 
was seldom at li])erty to go away, as he w^as generall}^ advanced 
money for marriages and other expenses. 


Canara. 

lu the South Canara District and the adjoining portion of 
Malabar, (‘ultivation w^as carried on by (‘Ooliolu (or hired servants) 
and )nvhidaln (benight men or slaves). At the end of the year tlie 
hired servant might change his service, if he be free from debt; 
but this was seldom the case. When he got deeply involved, his 
master might sell his sister's children in lieu of the discharge of 
the debt, or transfer his services to another man who might choose 
to take him and pay his debt to his master “ In fact he differed 
litth' from a slave, only his allowance was larger, but then the 
master w^as not obliged to provide for him in sickness or in old 
age.” A male slave was paid daily J of the allowance of a hired 
servant; and a woman ^slave was entitled to § of it. Small allow- 
ancevS were given to them, in cash, oil, salt and seasonings. A 
gocnl slave sold for 10 pagodas (i.e., about 4 guineas). When 
a slave wivshed to marry he received 5 pagodas (2 guineas) ; and 
his wife worked along with him. On her husband’s death, if she 
was a slave, all the children belonged to her mother^s master; but 
if she was formally free, she and all her children belonged to her 
hu8band\s master. The slave was usually hired out and the renter 
had to find his subsistence. They w^ere also mortgaged; but the 
mortgagor was not obliged tc su])ply the place of a slave who died, 
when in his service; and in ease of accidents, the debt became 
extinguished. Free men of low caste, if they were in debt, or 
trouble, sold their sister’s children who were their heirs. In 
North Canara which was then attached to the southern portion, a 
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few slaves existed; but most of the labour on land was performed 
by the owners or by hired servants. The latter seldom received 
any money in advance ami were at liberty to j>o away at the end 
of the year without any warning. As for the slaves they got no 
money except at marriages; and tlie woman who was thus i)urchas- 
ed and all her children became the pioperty oi her husband's 
master. 

ConoluBion. 

It was only in the Telugu districts that the iiisiitution of pre- 
dial slavery seems to have been absent for the greater pajt. On 
the whole, the condition of the agricultural serf was not very bad. 
According to the Boai*d of Uevenue’s report, the slaves of Malabai* 
were “ in more comfortable ( ir('umstances than any of the poorer 
and lower classes (d natives.” Everywhere they enjoyed a right 
to be taken care of in old age and sickness and to be married at 
the expense of their masters. In the Trichinopoly and Caiiara 
regions, we are definitely told that they were not treated hai'shly 
nor subjected to any cruel punishments. This estimate Avas per- 
haps due to the absence, in t he treatiiieni of slaves, of torture, such 
as was largely practised for the enforcing of revenue demand and 
of police authority whicjh leached such a height as to call for the 
appointment of a Commission in 1855 for “the investigation of 
alleged cases of torture in the Madras Presidency.” Dr, lluchanan 
however noticed a marked severity (rf treatment and under-nourish- 
ment in the cases of the hammn and pattarn slaves in Malabar ; and 
he wrote that there could be no coinjiarison between their condition 
and that of the slaves in the West India island, (xcept that in 
Malabai* there were a sufficient number of females ; and he recom- 
mended this custom to the W'est India planters. 



ECONOMIC CONDITIONS IN MAHARASHTRA AT 
THE ADVENT OF BRITISH RULE 

BY 

Peof. V. O. Kale, M.A. 

We iortunately possess a good deal of autlieiitic evidence to 
indicate to us the economic conditions of the Mahrutta country at 
the advent of British lule. J^lphinston’s Report on the Territoriefl 
Conquered from the Beshwas gives, in a systematic manner, con- 
siderable information relating to the administrative system of the 
Mahrattas, and similarly, reports of land revenue settlement and 
other ohicers throw some interesting light on this subject. More 
important and instructive than these, however, are the original 
documents which are preserved in the Peshwas’ Baftur at Poona 
and which supply a variety of information about the social and 
the economic life of the people in Maharashtra. The Peshwas’ 
Diaiies are a mine of such information and some selections from 
the Satara Rajas’ and these Diaries have been published. These 
and some papers preserved in the archives of some old families, are 
a rich source of knowledge of the conditions in this part of the 
country before and alter the advent of British rule. The political 
and the administrative aspects of this information have received 
some attention at the hands of students of history but the economio 
side has been sadly neglected, Ranade’s jxaper written nearly thirty- 
five years ago on the basis of the Peshwas^ Diaries giving us only 
a glimpse of the subject. 

An important fact must be noted at the very outset. Condi- 
tions in the different parts of the country at the advent of British 
rule must have been disturbed to a degree and therefore abnormal, 
and one has to be eactremely cautious in drawing conclusions in 
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respect of the stand a id of living of the mass of the people, the 
system of taxation and the state of trade and industries. There 
was internecine warfare going on for years in the Mahratta 
country, which was bound to thro-w the life of the community oxit 
of gear; and added to this source of disturbance, were the Mahratta 
wars with the Hritish, uhich ultimately ended in the establishment 
of their rule in the whole territory under the authority of the 
Peshwa. We know what effects wars, and i)articiilarly ])rolonged 
political struggles, have on the economy of a community; and 
what Mas worse in the case of Maharashtra in the closing years of 
the eighteenth century and the hegiiining of the nineteenth, there 
Avas serious maladministration and consequent political, social and 
economic demoralisation. This background of the picture has to 
be kept steadily before one\s eyes in fonning an estimate of tbe 
economic condition of tlv' people during the disturbed times. 

As is to be expected, Poona, tbe ca])ital of tbe Empire, attract- 
ed people of influence, status, and wealth and M^as a busy hive of 
trade and industries. Here* M^e see luxuries and comforts enjo.\ed 
by the upper classes and giving emjdoyment to artisans on a large 
scale. Detailed accounts of tbe ]>resents exchanged by the Peshwa 
and the expenses incurred on account of social and religious (*ere- 
monies are available in the Diaries, and they give us a fairly good 
idea of the large ]>art uhich gold, diamonds, pearls, fine silks and 
gold-embroidered cloth played on these occasions. It Mas the 
patronage of the anstocracy w’^hich encouraged and maintained 
skilled artisans and their crafts. The larger towns, which ^^ere 
distributing centres for rural areas, focussed trad© and industries 
and afforded emjdoyment to the artisan and working classes. 
The wants of the mass of the population were simple and every 
town and large village had its contingent of artisans and craftsmen 
to stipply them. From the lists of these we have on record, the 
variety of the trades and industries in which people engaged them- 
selves and the coordination between rural tod urban occupations 
which ptevniled, are quite evident. 
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But the real life of the people was, of course, lived in tha 
villages. Here, the peasant proprietor was the centre round whom 
that life moved. This ‘ Mirasdar ’ was a peculiar feature of the 
rural life of Maharashtra. The i)rac*tice of the riileivs of alienating 
land revenue and the State lands themselves, hy way of Jagirs and 
Tnams, had indeed become very common, and a class of landlords 
had grown up who cared only for their rents. The* kind of tenure 
created by this system was highly prized by the recipients and 
keenly hankered after. The peasant proprietor who enjoyed a 
special status in the eyes, both of government and people, was, 
however, considered, ([uite in the Physiocratic fashion, to be the 
true creator and dispenser of wealth. He ]>aid mostly in kind for 
the servic^es of the village artisans and servants. The “balutedars ** 
and ‘‘ alutedans were a peculiar feature of Mahratta village 
organisation. The services of village officers, of artisans and 
dependents were remunerated hy the landholders in this fashion 
and the use of money had not fully established itself in rural areas. 
There was, no doubt, a growing tendency for money being employ- 
ed in the payment of wages and the prices of commodities; and 
taxes, which used, in the past, to he collected partly in kind and 
])artly in cash, were now almost invariably received in the latter 
way. But the ordinary exchanges still continued to be effected by 
barter. Oom muni cations in the interior of the country were de- 
fective and there were few metalled roads. Gtoeds were transported 
in bullock carts and certain cartes specialised in the buvsiness of 
bullock transport, strings of bullocks being employed for the 
purpose. Traffic in goods and cattle had to pay customs and octroi 
duties at various phices, and these were often farmed out. Since 
most villages were self-sufficient, internal trade was restricted to 
certain indispensable species of ai ticles, but grain and other com- 
modities were freely exchanged as specialised products. 

There was no uniform currency, the State having licensed a 
number of mints and the coins issued from them circulating at 
their intrinsic value. It was only gradually that the British 
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Government, after they had assumed the reins of administration, 
began to introduce suitable changes in the latter. They mostly 
continued the old system and, in course of time, adapted it to 
their own ideas. Long after the East India Company's rupee had 
been declared universal, full legal tender, throughout ihe British 
dominions, revenue was collected in the old rupee of various 
mintage. The village headman who collected the taxes, had to 
engage the services of the local goldsmith to test the quality of 
the (^oins; and the cost of counterfeit and light- eight coins had 
U) he home hy the people, the amount of the discount l>eing 
charged in the -shaiie of a special tax. Gold coins, in which 
accounts used to be kept in ihe past, are no longer in use and 
the ru])ee is ihe principal coin. Reckoning is not, however, made 
uniformly in rupees, annas and pies or piee, but in the accounts 
of some of the village^’ T find mention of rupees, four annas and 
raisy one hundred of these last, making four annas. Multiplicity of 
coins must have i)resented serious difficulties to the pet)ple in their 
daily transactions Avhere barter was not practicable. Prices were 
com])aratively very low at the time, and c'opjier coins were generally 
used in ordinary day-to-day transactions. The price of gold was 
about Rs. 16 per tola and of copper about less than a seer per 
rupee. An item in the Peshwas’ Diaries for the year 1808 — 09 
mentions discount at the rate of one per cent having been paid 
for (‘onverting one kind of the rupee coin into another. Purchases 
(^f rice in villages a few miles west of Poona, had to be paid for 
and it is stated that the Ohhapi ” rupee not being acceptable, 
that coin bad to be changed into full-blooded Ohandwadi ’’ rupees. 
This instance is typical of the state of the currency in Maharashtra 
at the time we are dealing with here. We have another item in 
the Diaries on this subject which is clearer still. In 1800 — 01 
orders are issued by government to district officers to the following 
effect : — The coin current and acceptable to people in Wai, 
Satara end Earad is the ' Mhlakapuri ’ rupee. But this rupee has 
been found to be counterfeit and bears discount as compared with 
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the * Ohaudwadi ’ rupee. This Ls net right. Therefore, it is order- 
ed that Mahikapuri rupees are prohibited and only (Jhandwadi 
rupees are declared legal. Collect revenue, therefore, in Chand- 
wadi rupees and stop all the mints in which the other nipeeis are 
being struck.’' There is an entry in the same year of the hire 
of two hundred bullocks to ac(‘onipany the Peshwas’ camp at Rs. () 
per month ]ier bullock. 

li appears from our records thai ihe rural population could 
live in comfort on the ]>Toduce of the land it eultivate<l. The 
standard of Jiving was plain and the iiec’es^aries of life were amply 
supplied. M(^st of the householders kept she-buflaloes and the 
supply of milk was adecpiate. I have before n^e lists of houses and 
buftaloes for two villages almut 15 miles to the vsouth of Poona, 
for years, over a hundred years ago, and these were regularly 
compiled for purposes of taxes levied on the houses and animals. 
While in one village there is, on an average, a buffalo for each 
household, in the other, only one-half of the houses have an animal 
eiu'h. From the number of bullocks and ploughs in the villages 
given in the revenue accounts, we can get an idea of the agri(uil- 
Inral equipmetit of the people. Pesides revenue from land, 
villagers are calleil upon to pay a number of petty taxes and duties. 
These “ i)attie8” or cesses were no part of the old system of taxa- 
tion and came to be added with the growth of the requirements of 
the government. Out of the total amount of taxation at which 
village Kondhanpur is assessed, about 40 pei^ cent is due as land 
revenue and about 7 per cent is accounted for by the hotise and 
the buffalo taxes. The basis of land assessment had been fixed 
generations ago; and government sought to increase its taxation 
income by putting on the small taxes. For a time, the British 
government kejit up the old system and evolved out of it a systom 
of its ow n after a measuremeni and survey of land specially carried 
out. 

The general impression left on one’s mind by studying stich 
records m we have, depicting the economic life of the maes of the 
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people, is that according* to the standard, peculiar to those people 
and times, they were well off. Since the rural population lived on 
agriculture, bad seasons did affect thein adversely, and we find the 
people asking for reduction or remission of taxation ; and the system 
being elastic, tin concessions were granted, almost as a matter of 
course. The village records show also the kinds of c rops grown and 
the condition of these croj)s during the agricultural season. In 
view of the persistent (*omplaint of the cultivating classes against 
the rigidity of revcmue collecttion, the* British (Government framed 
definite^ rules, at a lat(> stage, to govern the sus])eusions and the 
remission of the dues. In the lainabandi statemenl for the year 
1832, for the village Kondhanpur, it is slated that the Revenue 
Commissioner was a])j)i oached with a rC'presental ion Unit crops 
having suffered owing to unfavourable rains, the demand for reve- 
nue might he reduced. The recj[nest was granted, with certain 
reservations. It is needless to say that Sowkais, big and small, 
and moneylenders were there and the rate of interest was high. 

We cannot fairly and pro])erly apply modern slandards to the 
conditions of India a. hundred years ago: the comparison will prove 
misleading and fiuitless. The organisation of the social economy 
was radically different in those days from what it is now. It was 
a predominantly agricultural ec’onomy, in whic*h a very large 
measure of self-sufficiency and internal c o-ordination bedween town 
and country, prevailed. The pc>|mlation was c*c )u]>aratively limited 
in view of the land that was available for growing food and raw 
materials. The clothing and the other necessaries of lifc> were 
supplied by craftsmen who worked up materials locally and easily 
available. The capital required, in small quantities and simple 
forms, was not diflB-cult to obtain. The bigger landowners were 
adequately furnished with farm equipment. The wealth that pass- 
ed out of the rural areas into towns and cities, returned to the 
people through various channels. The army was recruited from 
the rural population itself and the military leaders were similarly 
supplied. The landed aristocracy lived in great style and jewellery 
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and articles of luxury were confined to a favoured few. But the 
necessaries of life and what were regarded then as comforts, were 
undoubtedly within the reach of the middle class. The number of 
those having large and economic holdings, tended gradually to 
diminish and the ste;ady growth of population appears to have 
begun to tell upon the standard of living of the people. More 
than twenty years before the establishjuent of British rule in Maha- 
rashtra, the country was, avS we have already stated, in a sad plight 
owing to wars and misrule, and it is difficult to draw positive 
conclusions from the information we are able to get. We have, 
therefore, to be content with making the best use of tlie material 
that is available and form from it such estimates as appear to be 
warranted. 



ECONOMIC CONDITIONS IN SOUTH INDFA 
AT THE ADVENT OF BRITISH RULE 


BY 

Dh. B. V. Narayanaswamy Naidu, M.A., Ph.D. 

Annamalni I hti versify. 

From the evidencivs available it seems to be elear that between 
1G5() — 18(X) conditions in South India went from bad to worse. 
At the advent of Tlritish rule in South India the absence of a stable 
government and the continuous civil wars between })etty chiefs 
plunged the country into anan*hy and bloodshed. A healthy eco- 
nomic life in such a state of aft'airs was manifestly impossible. 

Nevertheless it would be well to remember that these condition's 
were by no means normal to the life of South India and were 
brought about by an extraordinary combination of political cir- 
cumstances. The economic prosperity of the country in the 14th 
and 15th centuries is beyond dispute. The famous Vijayanagar 
Empire founded in I33t> (m the ruins of the Hoysala Ballalas and 
other sovereignties rose to considerable power and held the 
Muhammadans in cheek for tw’o centuries. During this period, 
(133(i— 15G5) there were two important powers in South India, 
namely, the Musalmans to the north of the Krishna, and Vijaya- 
nagar in the south. At the close of the 15th (*enturv the Vijaya- 
nagar sovereigns became even more powerful by the fall of 
the Bahmani Kingdom and the power of Vijayanagar was 
recognised throughout the Peninsula. The might of this dynasty 
was extended still further by Krishnadevaraya in the beginning of 
the 16th century but unfortunately the Vijayanagar Kingdom fell 
in 15B6 before the combined onslaught of the Muhammadan 
sovereigns of the Deccan. A number of small chieftains and 
petty poligars seized this opportunity to assert their independence 
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and for two and a half centuries South India was tom by dissensions 
and steeped in bloodshed by these petty and ignorant tyrants. 

In this welter of confusion and disorder two powers engage 
our attention — the Naiks of Madura and the Mahrattas of 
Tanjore. For about two and a half centuries after the fall of the 
Vijayanagar Kingdom up to the very advent of British Buie in 
South India the Naiks continued to hold sway at Madura. They 
saved the mass of the people from the worst brutalities and op- 
pression of the poligars and expended their large surpluses on capital 
non-recurring items like public works and irrigation thus helping 
to promote the economic prosperity of the people.^ The Mabrattas 
established themselves at Tanjore in 1074 and continued till they 
were overthrown by the British. 

Opinion is unanimous that in the 15th and 16th centuries 
India was highly prosperous. Numerous evidences, there are to 
prove that the capital of Vijayanagar was incomparable for wealth 
and magnificence and that the trade of the empire was scmght after 
and coveted by the leading nations of the world. Ambassadors 
and travellers to the court of Vijayanagar have left interesting 
accounts of the prosperity of the empire. Authoritative accounts 
of other paris of India during the same period also go to prove 
that this is not a tale (jf isolated splendour. Mahaum, a Chinese 
traveller who came to Bengal in 1405, the Venetian, Conti, who 
was in Vijayanagar in 1420, Abdur Bazzak, the Persian envoy, 
1443, Nikitin, a Bussian Armenian (1470 — ^74), Vasco-deu-Ghma and 
Ludovico-di-Varthema (1502), Durate Barbosa (ISfM)! — 1517), Paes 
(1522), Nunnez (1555) and others have left records of their travels 
which make clear the high degree of economic prosperity in the 
country. All these writers point out that the country was filled 
with a contented and prosperous population who were engaged in 
agriculture, trade and commerce. Peace and good government 
gave economic security, and low prices helped to provide for the 

1 See ** Nayaks of Madura by R. Sathyanatha Aiyar, Oirford 
University Press, 19S4. 
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generality of the people che«ip and ample food, good housing and a 
fairly high standard of dress. Indeed, the general economic con- 
dition was so good that even the common people were not without 
a few luxuries. But conditions rapidly deteriorated during the two 
centuries that followed.^ 

In 1763, the BritisJi obtained virtual power in South India 
when they made their creature, Mahomed Ali, the Nawab of the 
Carnatic. This did not bring peace or prosperity to the people. 
The Nawab was weak and extravagant and he did not scruple to 
pledge his revenues to the servants of the East India Company in 
return for heavy loans which he took to meet the exac’tions of. his 
masters. By this means a capricious and spasmodic eastern 
tyranny was w’esicmize<l and mechanized into a terrible engine of 
oppression which wrought untold misery upon the people. The 
result of this state of affairs is made clear by the evidence ( f George 
Smith before the Select Committee of the House of Commons 
appointed in 1782 to eiK^uire into the administration of justice in 
India. He says that when he came out to Madras in 1767, Madras 
was one of the first marts in India with a very flourishing trade. 
The Carnatic was populous and well-cultivated and the people con- 
sumed many articles of trade and merchandise. But when he left 
the country in 1779 commerce was exceedingly circumscribed, 
there was little or no trade in Madra^s, cultivation had greatly 
fallen and the population had declined.^ 

At the time that the East India Company acquired large tracts 
in South India the villages formed the basis of economic life in 
the country. Each village was a united and self-sufficient eco- 
nomic unit which outlived the fall of kings and the crash of 
empires. But. this golden state of things was ended under British 

« See The Economic Condition of India during the Sixteenth, 
Century, by H. L. Chablani. 

3 See Page 100, “ Economic History of India by Romesh Dutt. 
See Fifth Report from the Select Committee on the Affairs pf the East 
India Company, p. 85, 
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rule by the anxiety to enhance land-revenue and by the centr^li,- 
scaticni of judicial power. The new land-revenue policy resulted in 
great hardship for the people as may be learned from the reports 
of the various collectors of districts to the Government. Thus the 
iinniediate result of the advent of British rule in South India was 
to worsen the already bad economic situation/^ 

The system of land-revenue that prevailed in the country about 
this time deserves closer study.'* Turning first to the Northern 
(Jircars which were acquired from the Nizam by the British in 1776 
we find that these territories consisted of Zemin dari lands and 
Havelly lands. The Zemindars who held most of the lands were 
divided into three classes — the Velmas of Telinga origin, the 
Rachewars of the race of ancient sovereigns of Orissa and the 
Wooriars who were petty chieftains belonging to military tribes. 
Their military force consisted of common peons who were paid in 
money, Mocassa peons who were given land though they were 
expected to pay (|uit rent, and the munuoverty peons who were 
tenants of a higher order. The Zemindars collected the revenues 
from their tenants and paid a lump sum to the government. The 
cultivators were entitled to only one-half of the paddy produce 
and in dry land*^' watered hy artificial means the cultivator got 
iwo^thirds. Though this was the general rule exceptions were 
made in certain cases. Generally, before the harvest the standing 
crops were inspected hy persons unconnected with the village with 
the help of previous records, i)i the presence of the people as well 
as the village officers. Thus the quantity of the crop was aseecr- 
tained and contributions to government w’hich were paid in money 
or in kind fixed. In plantations only one-fourth to one-eighth of 
the annual cro]) was demanded, additional expenses, distance of the 

I 

4 See author’s paper on Rural Economic Conditions in South India, 
1800— '1890. 

f- (a) See North Arcot Manual, by Arthur F. Cox, 1880, pp; ■86— ISI. 

G>) Manual of tho Coimbatore District, by F, A. NiOholsdn, 
pp. 92— jafi. 
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market and trouble taken to get the produce being considered in 
the aseessment. Though this was the general rule the Muham- 
madan conquest and exigencies of war involved an increase in the 
assessment and the ryot’s share was reduced to 1/6, sometimes 1/5. 
Even this high rate was often altered and the Zemindar or hia 
agent increased his exactions arbitrarily and oppressed and ill- 
treated the people in various ways and drove them to desperation 
and heavy debts. In addition to this the cultivator had also to pay 
other exactions called sayens® and moierpha.’^ The Havellys of the 
Northern Circars consisted of household lands of the 
government lying in the vicinity of capital towns. These lands 
sup])lied the garrison and th(‘ civil and military establishments. 
TThen the Company took over these lands they rented them to 
Dubashes who paid the Comi)any a round sum. 

In the COrnatic the Com])any accjuired from the Nabob of 
Arcot certain lands which were known as daghirs. These lands 
were managed by the Nabob for the Company and were not 
exempt from the usual exactions of the Nabob. TTowever, in 1780 
the Company took over the direct management's of these lands. 
Though this resulted in a loss of revenue to the Company, it did 
not in any way improve the position (^f the cultivator. In 1790' tAvo 
(rollectors were aijpointed to administer the Jaghirs. The war of 
1780 and the unsettlement which resulted gave scope for a class 
of middle-men called Dubashes to rise up; and these only repeated 
the worse excesses of the Nabob. The misery of the ryots could 
be better imagined than described. To remedy this state of things 
Mr. Lionel Place who was appointed in 1793 for the first time made 
reliable records for the collection of revenue and put an end to 
the power of the Dubashew and their underlings. 

The cultivators in these Jaghirs were of two types — the Mfe- 
rassadars and Pyacarries or Paracoodies. The Merassadars paid 

«JSayer, a duty on grain, cattle, salt, etc., passing through the 

7 Moterpha : tax on houses, implements of agriculture, loans, etc. 
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about half the produce and for dry crops they paid a fixed sum of 
money. Apart from these, the Merassadars held certain lands whiok 
were altogether exempt from goyernment tax. When Merassadars 
had lands too extensive for personal cultivation they allowed them 
to be cultivated by strangers who were called Pyacarries. Those 
l^yacarries who had a life interest in the lands they cultivated 
got only 45 per cent of the produce while others got 50 pei' cent. 
Sometimes the government also entrusted certain lands to 
Pyacarries. 

Tht' laud-owners in (Jaimra and Malabar seemed to have en- 
joyed greater freedom and security. The lands were largely in 
the hands of individuals whose title to thjpin was clearly proved by 
deeds of gifts, transfer or sale. 

In Canara the landlords or jjroprietors were called Nair Mul- 
guenies. Their lands were handed down from father to son or 
from uncle to nephew, according to the law of inheritance. 
Private iwoi)erty in land was so well recognised that a man did not 
lose his proprietary interest in the land even though he did not 
])ay the government assessment. Kven after a pericwl of absence 
he could claim back his land on payment of arrears. These lands 
seem to have been held direcdly from government, subject to the 
payment of a stipulated fixed rent. The holders enjoyed full 
power of transferring, bcciueathing and selling. They had under 
them a large body of sub-tenants known as shud mulguenies who 
enjoyed the same privileges as the tenant-in-chief. The assess- 
ment on land was about a fourth of the gross produce under the 
Bijiingger government, and about a tenth under the Bednore 
government. This system of things continued for two and a half 
centuries till 1763 when the land was conquered by Hyder Ali. 
The continual increase in the assessment under the Muhammadan 
rulers made for a considerable decrease in the population till at 
last there were few landholders in this area at the advent of 
British rule. 

In Malabar also, private property known as Janmum existed 
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from the most ancient times. There were different kinds of ten- 
ures known as Kanum Patum and Kay Kanuin Patum. In 
Patum tenure the tenant not only paid his annual rents 
but also paid a sum of money in advance as security for payment 
of rents. The landholder let his land tor a fixed period of 12 years 
to the tenants free of any annual charges in the case of Kay 
Kanum Patum. The tenants in return cleared the plot of land and 
planted it with trees. The owner had the option of claiming back 
the land at the expiiy of the j^eriod. During the days of the Hindu 
kings the lands in Malabar wei© exempted from all revenue charges 
but the conquest by Hyder Ali brought with it a tyrannical and 
oppressive assessment, which continued till the advent of the 
British in 1800.8 

In Tanjore also revenues were rtaliized, partly by a division 
of the crop, partly by a grain rent or monied commutation of the 
produce, and partly by a fixed rent in specie; each rent seldom 
combined more than the interest of one village, and did not descend 
to an engagement with each individual.^’ In later years, Puttuck- 
dars, a new class of persons, were introduced who acted as middle- 
men between government and the head ryots. The conditions in 
1683 are described in a letter of Jean de Britto to Paul Oliva, 
wherein he says, “ it will be difficult for you to conceive of such 
oppression, and I must aild, however, that, in the kingdom of 
Gingi, tyranny is even more frightful and revolting. Further this 
is all I shall say about it, for expression fails me to tell you how 
horrible it is.”^ 

Without going into the fxill hivstory, it is enough here to point 
out, that the Ptittuckdars, who were oppressing the inhabitants 
were removed when this i)rovince was transferred to the British 


8 See Memorandum on the Progress of the Madras Presidency by 
S. Srinivasa Raghava Iyengar, C.I.E., 1893, xxix—pcxxiii. 

9 See Travels of the Jesuits, into the various parts of the world, 
translated by Lockman, 1762. Two volumes. 
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government, and in 1804 the principle of Ryot- war rents was ex-* 
tended to this province. 

Apart from these a large portion of the lands in South India 
was in the lands of poligars when it came under British control. 
I’he poligars were military chieftains with varying degree® of 
power who had their lands in jungle or frontier districts, acting 
oftf^i as leaders of freelxjoters. Some of them had received land® 
as emmirm from Hindu Rajas while others were revolted revenue 
officers who had taken advantage of a period of uiisettlement. The 
frequent feuds and struggles between them and the ruling powers 
]nade for a grave deterioration in the economic condition of the 
country. When the British took over the control of the Carnatic 
there was a large number of poligar® in that area. They acted as 
district and village watchers and exac ted various dues known a® 
tallum cavel and deshia c avel. 

The condition of the tenants was however much better under 
the Nayaks of Madura. Their revenue administration was so 
effective that the revenue was collected with ease and prompti- 
tude. The Nayaks had very little private property, almost all 
lands being held by tributary lords and petty princes who exercised 
all police and judicial power in their dominions. The lands were 
let by nobles to farmers and under these the vast mass of the 
workers who were no heXier than slave® laboured on the land®. 
According to a Jesuit writer the assessment was about one-half of 
the produce. Those contributions raised by the lords were 
divided into thre^ l>ortions, one of which was given to the Nayak, 
the other devoted to military expenses while the third was appro- 
l)riated for their own use. 

An exhaustive description of the conditions of the time being 
out of the question in a paper of this length, only a brief survey 
has been attempted. It is clear by this time that constant 
wars and changes of government resulting in unsettlement 


to Letter of Antonio Vico to Laerzio, Madura, 30 th August, 1611 . 
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wd anarchy, differences iu systems of land revenue, 
alien conquest, and conlinuous increase of revenue left little 
margin to the cultivator i; eke tiut his existence after meeting the 
exactions of his oppressive masters. Two and a half centuries of 
oppression and inisiule had wrecked the economic structure of the 
country and left the cultivator a mere shadow of his former self. 

The conditions of labour during this period were nothing short 
of slavery. Slavery in one form or other existed almost in every 
district. In many places slavery arose out of initial voluntary con- 
tract for a single year. Then the labourers took from the master 
houses or advances of money which often tied them to the land and 
made it impossible for them to seek a new master. For example, 
at lihawani in the Coimbatore District, the servants emailed Padiyals 
were hired by the farmers annually; they smnetimes bound them- 
selves to serve lor a number of years, their wages, being about 
5s. to Gs. 8d. a year, and they received in addition 1T/1(K> bushel 
of grain. Their houses were little more than thatched huts, w^hich 
were small and ill-ventilated.^^ 

From the abstract of the proceedings of the Board of Revenue, 
dated 25th November, 1819, on the subject of agricultural slavery, 
we find that there were ITjOtK) slaves in South Arcot, 10,000 in 
Trichinopoly, 82,000 in Canara, and about 100,000 in Malabar. 

In South Arcot the slaves were provided with food and clothing 
and were protected in sickness and old age. Slaves in Chingleput 
w^re given grain allowance and their position was considerably 
changed for the better afterwards owing to the neiirness of Madras 
city. At Trichinopoly the slaves were usually sold with land and 
sometimes mortgaged. These slaves were not treated harshly and 
received certain gratuities. Similarly in Canara the slaves were 
the property of the master who sold them with the land or separate- 
ly or let them out on hire but they too were not harshly treated. 
The largest number of slaves was found in Malabar and they were 

See Manual of the Coimbatore District, by F. A. NioholsoHi, 
1887, p. a70. 

F* 14 
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frequently sold or mortgaged or hired. However the slaves in this 
district were kept in conifort by the masters and were even better 
off than the lower classes of free inhabitants. The Cherumas who 
were agricultural labourers in Malabar were recognised as the pro- 
perty of the lords and those slaves were sold for 80 to 00 rupees 
(present money). 

So we can come to the conclusion that serfdom characterised 
the greater j)art of the labouring classes of the land except in the 
Telugu Districts before the advent of British rule and that it was 
only in 183G that the slaves were emancix^ated in government lands. 
In 1842^, by an order from the Court of Directors, attempts were 
made for the entire abolition of slavery.^^ 

A Hood of light is thrown on the economic conditions in South 
India about 1800 by the dairy of the travels of Francis Buchanan^® 
through the areas which the East India Company had newly ac- 
quired. He gives an exhaustive account of the agriculture, arts, 
commerce, religion and manners and customs of the people. 
Nothing seems to be top triviiil for this careful investigator who 
notes the climate, the winds and seasons, the people, the crops, 
the food, the cattle, the fauna and flora as well as the diff'erent 
articles and methods of manufacture. A large part of his journey 
lay through a country which had been the theatre of continuous 
wars where stable economic life had been unknown for years. Yet, 
everywhere, vestiges were found of manufactures and industries 
still struggling on ; the sacred agriculturists, and frightened 
artisans, still continuing to eke out a miserable existence from those 
occupations which had once brought them power and opulence. 

Since the condition of the labourer and the agriculturist has 
already been described w^e shall briefly survey the few industries 

12 See Manual of the Administration of the Madras Presidency^ 
Vol. I, 1885, p. 112. 

13 Francis Buchanan, M.D., A Journey from Madras through the 
Countries of Mysore, Canara and Malabar, 2 Vols., 1870, Higginbotham 
k Co. 
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that existed. Buchanan found that at Chennaputnam small bot- 
tles and ornamental rings for the women folk were made; also 
steel wire for strings of musical instruments. Another industry 
which had reached a high degree of perfection was the manufac- 
ture of white sugar. Tt is unfortunate that the secrei of this in- 
dustry was kept a jealously guarded secret and that only small 
quantities were produced in order to supply the court. Iron mines 
and indigenous smelting furnaces were also found at Maghery. 
Bangalore boasted of dyed and woven cotton cloths, muslins and 
puggarees. Indeed, manufacture of cotton textiles flourished 
throughout South India as a cottage industry. Ooloured .(’otton 
cloth with silk borders was also to be found in this city. Muslins 
were a sj)ecial feature of Bangalore and there were different 
varieties of them namely — Hutry which was a striped and checiner- 
ed muslin frequently wuth flowers of cotton or gold thread woven 
into them, so(Jas]iiUa and asfocttmhi ^ striped with silver ajul orna- 
mented with flower designs. The workers employed in these 
manufactures were better off than the agricultural workers. The 
weavers were paid on the piece rate system and earned about 8d. 
a day. They seldom took to agriculture as a ]3art-time occupation 
as their brethren elsewhere did. Gunny bags also formed an arti- 
cle of manufaciture in and around this city. Tanning and the 
manufacture of oils such as Sesamum, Castor, Coconui, Hoingay 
were also carried on. Smelting of iron was earned on in many 
parts of Mysore, Coimbatore and Malabar. Culinary salt was 
scraped from the surface of the land in Coimbatore and various 
other places while saltpetre had also l>een manufactured for 
Tippu’s use. In addition to these the coconut and areennut were 
largely cultivated in Malabar. Pepper formed the principal article 
of export from Travancore, and in 1757 the Rajah of Travancore 
promised to supply the British with large quantities of pepper 
valued at about 13 laths of rupees. These and various other 
minor industries w’ere carried on in isolated places throughout the 
country. The accounts of Francis Buchanan make clear the fact 
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that to a large exteut the needs of the inhabitanta were met by 
iudigeuouM industries and that the complete dependence on 
imported goods so characteristic of our times was unknown at the 
period. 

Nevertheless, ii is abundantly clear from the records of various 
English writers that the condition of the people in South India 
in the IHth century was miserable in the extreme. The settled 
and peaceful rule of earlier centuries was succeeded by a period of 
( haos and unsettlement and the country was devastated by wars, 
famines and plunderers, lafe and property w’ere at the mercy of 
capricious jmligara or stray parties of wandering horsemen; com- 
munications were defective and the roads were infested by 
plunderers. (fovemnients themselves being ainoriihous and fluc- 
tuating, each tried to squeeze as much from the cultivators as 
possible. The tax (ionsequently on land was oppressive in its inci- 
dence and lo it were adderl all manner of capricious and illegal 
exactions. Fleeced in turn by the Mbgals and the Mahrattas many 
of the erdtivators deserted the plough and became robbers. The 
struggle between the English and French did not mend matters, 
and an olxserver in 17(iti remarks that the internal management 
was entirely di.sorganised, even the memory of civil authority being 
totally lost. The wars with Hyder resulted in the complete de- 
population of the whole of Chinglcput. The wealthy deltaic area 
of Tanjore wa.s almost ruined by the rapacity of the Nabob of 
Arcot. When Tanjore, Trichinopoly and Canara fell into the 
hands of the Mysore rulers, the policy of spoliation left these areas 
denuded of their wealth and their population. The country was 
infested with gangs of marandeivs and even the smallest village 
was fortified in Oanara. Choukres and customs houses choked all 
internal trade: every poligar demanded toll and it is estimated that 
in the Salem District there was a toll for every eight miles. The 
people were crushed by taxes of every kind, no less than 36 bang 
mentioned in Coimbatore. Government revenue was often realised 
by torture, and Courts of Jristice were conspicuous by their 
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absence. Small wonder then thai the agriculturists were steeped 
in poverty. To add to all these difficulties there was no stable 
currency in the land, in Salem and Ceded Districts alone forty 
different types of coins each dift'erent from the other being current. 
Matters were made even worse when Tippu Sultan frequently 
changed the value of his coins. 

History has repeatedly shown that there is a tide in the aff'aira 
of nalions as of men. At the advent of British rule this tide was 
apparently at its lowest ebb in South India. Geiituries of prosper- 
ous rule had been succeeded by a period of utter anarchy and 
confusion. During ihis ])eriod of ui)heaval gradual adjustment was 
rendered difficult by the ignorance and lack of sympathy of alien 
conquerors. The policy of the East India Company and the mis- 
management by its servants did not serve to mitigate the evil. 
Some of them believed that Money was the chief consideration 
and it could only he acquired by corrupt means. Thanks to 
Thomas Munroe this })olicy was gradually overthrown and the 
peo])le of South India were rescued from their miserable condition. 


The Cambridge History of India, Vol. V, British India, edited 
by H. H. Dodwell, p. 467, 



RECENT DEVELOPMENTS OF MONETARY 
THEORY 

BY 

Prof. V. G. Kale, M.A. 

Monetary theory is many-sided and extremely complicated. 
Money has had to be brou|<ht into relation with a variety of 
economic phenomena and their ramifications, and its influence on 
them has been determined by thinkers in a variety of ways. The 
very nature and the functions of money have, for a long time, been 
a matter of prolonged controver-sy, whose echoes may be heard 
even to-day. Disputes over (uirrency piinciide and banking ])rin- 
ci])le, metalism and nominalism, the choice of a proper monetary 
standard, the merits of the gold standard, the mutual 
relaiion of money and credit, the relation to one another 
of. money, ])rices, foreign trade and foreign exchanges, 
a])i)eared, however, to have been almost settled, undoubted- 
ly with difleiences of view here and there, alxiut the 
early part of the present centuiy, and a tacit understanding, if 
not an agreement, seems to have Wen established among economists 
in respect of the fundamental monetary theory. The economic 
unsettleinent of the war and the post-war periods, however, rudely 
disturbed the placidity of this understanding, and controversies 
have been fanned into flame anew over some of the most vital 
aspects of monetary theory. The breakdown of the international 
monetary standard, the collapse of international exchanges, the 
orgies of inflation in which states and banks indulged and the 
disastrous slump in prices which succeeded the rehabilitation of 
the shattered monetary systems of the world, have evoked 
interesting discussions relating to different aspects of the theory 
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of money. The persistence of distressing economic depression has 
led to an intensive study of monetary phenomena and monetary 
theories; and the numerouwS plans which well-meaning people have 
been throwing at the heads of lianks and governments, with a view 
to restore e4.‘oiioniic prosperity to nations and to the world as a whole, 
have lent an added interest to the discussion of monetary problems. 
The study of economic cycles and industrial fluctuations and along 
with it, of the influence of money and credit in these phenomena, 
had made considerable j)rogross before the war. It has been stimu- 
lated during recent years, and soine of the leading economists of 
the world have participated in these discussions, and have made 
valuable contril)utiona to the development of monetary theory. 

Can the gold standaid be restored to its pre-war status and 
will it work satisfactorily F If it wdll, in what circumstances will 
it do so? Cannot vsonie other and a more suitable and a more 
convenient standard be chosen? Is stability of prices desirable 
and if it is, how mas it bo attained? Can prices be regulated 
through a control of monetary circulation and what is the rela- 
tion of price levels, volume of money and of credit and foreign 
exchanges? These are some of the most important and, one 
may say, baffling questions which have been claiming the attention 
of the public and of economists recently; and their discussion very 
naturally touches, at various points, the fundamental monetary 
theory itself. One of the most interesting and, in a way, the basic 
problems in respect of monetary theory, undoubtedly relates to the 
determination of the value or the purchasing power of money and 
it involves the development and a proper understanding of the 
quantity of money theory. The questions that arise in this con- 
nection are: Has money itself any value? If it has, how is it 
measured? Wha^t are the conditions which cause changes in that 
value from time to time? Monetary theories have been convenient- 
ly divided into two classes, those which deal with the problems of 
money from the static and the qualitative standpoint and those 
which have to do with the quantitative and the dynamic point of 
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view. In spite of the differences of opinion which still prevail, to 
a certain extent in respect of the nature and the functions of 
money, there is a “ general agreement that the value of money is 
measured by its de facto command over goods and services and 
that changes in such exchange value can be stated most easily in 
the form of index numbers, which, as they express alterations in 
the level of prices, reveal the reciprocal of changes in the purchas- 
ing power of money.” The quantity theory of money was employed 
to explain this phenomenon, but since, in its eaily formidation, it 
failed to give satisfaction, it has been presented in improved forms. 
Prof, toegory, in his article on money in the Kncyclopuedia of the 
Social Sciences, from which the sentence quoted above is taken, 
sums up the position thus : — “ It is now possible to classify the 
various theories concerning the causes that determine the changes 
in the purchasing power of money. They fall into three main 
groups; cost theories, which may be subdivided into cost of pro- 
duction and labour cost theories; quantity theories, which may be 
further divided into those derived from supply and demand theories 
of value and those attributing to money a position of a special 
economic category with unit elasticity of demand; and the 
marginalist theories. The last group comprises the cash balance 
or holding theories as represeiiied by von MisOvS, Marshall, Cannan 
and Pigou; income theorit\s with eclectic elements as represented 
by Keynes; and, finally, theories based upon eclectic views of price 
as held by Cassel.” 

The quantity theory has undergone refinement in various 
ways, and the ‘ equation of exchange * has been consequently 
constructed so as to bring out the precise influence of the various 
factors involved in it. That ‘‘ the quantity theory is not a theory 
but an axiom ” sums up the criticism levelled against it by many, 
and attempts had to be made to demonstrate how changes in the 
volume of money brought about alterations in the price level. 
The difficulty lay in determining the quantity of money itself, and 
the factor of velocity had to be introduced as a kind of a god in the 
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macliiiie to estimate accurately the volume on both sides ot the 
e(|uation. The cash balance and the income theories were evolved 
1(; overcome this difficulty, and equations were appropriately 
constructed to bring out the significance of the various elements, 
lleference has been made above to the many plans of economic 
revival which have been put forward; and several of the monetary 
theories have lieen manifestly coloured by the main ideas under- 
lying such projects. If high jirices were admittedly caused during 
and on the close of the war, very largely by inflation, can it not 
be argued that the prevailing slump in prices is due to inadequate 
(piantities of money being available for iiiiiposes of exchange and 
may it not be remedied by reflation if not by inflation? Art* not 
low jirices themselves, asks the critic, the cause of a smaller 
volume of money in circulation instead of being the effect? 
Melchior Palyi, tor instance, in dealing, eight years ago, with the 
** unsolved problems in monetary theory’’ strongly criticised 
Keynes and Hawtrey for indulging in abstractions and ignoring the 
influence of other factors than that of the volume of means of 
j^ayment, in exjdaining (dianges in the ])urchasing power of money. 
Other continental thinkers have taken up a similar line of attack 
on the quantity theoiy. Bertrand Nogaro, for example, in his 
‘‘La Monnaie et les I^henomenes Monetaires (kmtemporaius,” 
sums up his comment thus: — “ Thus taken as a whole, the quantity 
theory rests on observation of experience but that observation has 
been made in a closed market, at a given moment, with a stock ot 
money integrally and imnudiately consecrated to a stock of mer- 
chandise, fixed and limited and in a sort of a static condition, so 
that the supply may not be proportional to the demand ; but the 
classical doctrine extends to a market where gC)ocls are flowing and 
are perpetually renewed, a market covering the whole nation or 
the entire world.*’ He concludes: “We affirm that instead of 
facilitating the solution of problems, the (quantity theory has, for 
a long time, discarded precise and rational interpretations in favour 
of superficial and illusory interpretations.’* 

F. 16 
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Whatever the jufitification for the hostile criticism against the 
abstractions, the simple assumptions and crude attempts at appli- 
cation to practical problems, involved in the quantity theory, may 
be, it will have to be admitted that the substitution of income for 
volume of circulating medium and the introduction of the principle 
of marginal utility for the understanding of monetary phenomena, 
have led to noteworthy improvement in the approach to the study 
of the whole problem. Knapp’s concept of nominalism with 
reference to money has now been generally accepted and is the 
normal basis of monetary discussions. Similarly, the idea that 
money is neither an ordinary commodity nor an instrumental or 
intermediate good but is a calegory by itvself, owing to its i)eculiar 
nature and function of a medium of exchange, iwS favoured on all 
hands. The conclusion follow-s that elasticity of demand for ’ it 
being unity, the value or jitirchiising power of money, depends upon 
its quantity, it is indeed true that some of the assumptions 
underlying these ])ropo.sitions may not be true of oc^rtain commu- 
nities and certain conditions, e.g., in India. Thus metallic money 
may (‘ontinue to enjoy great impoitaiice and the credit machinery 
may be undeveloped and even the i])dex numbers as constructed 
may not correctly and laitbfully reflect changes in the value of 
money and may, therefore, not be of much practical utility. It 
will have, however, to be admitted that the quantity theory as 
recently formulated, is no longer open to the objection that it is 
mechanistic and does jiot tell us how actually the price level is 
influenced by changes in the volume of money. Prof. Gregory 
Bhows how the new approach to an understanding of the problem 
is more helpful, in the following words; — ''It is the great merit 
bpth of the cash balance theories and of the income theories that 
they bring into the foreground the causal elements involved: a 
change in the desire to hold money may bring about a change in 
the price level even without any change in the supply of means of 
pajrment; alternatively, an increase in the stream of money income 
will have a greater or lesser effet't upon the level of prices according 
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to whether the increased money resources platted at the disposal 
of consumers result in additional expenditure, i.e., increased 
c(jusximers’ outlay ”, or whether they are added to the unspent 
margin”, i.e., art' neutralised because of the desire of the public 
to hold larger balances.’’ 

It is interesting to lealise how money plays a vital i)art in the 
distribution as well as exchange of wealth. Goods and services 
ein])]oyed in production are paid for in money, and incomes of 
j)eople are thus received by them in the sha])e of money. These 
incomes, however, satisfy the wants of their recipients only by 
being turned into goods and services; and therefore, the purchas- 
ing ])()wer of money is of the utmost importance to them. “The 
unit of exchange (and payment for goods and services) that is, the 
jiioney unit, is ihus the unit of incomes in a double .sense ; first, as 
the miit of calcidating wealth in terms of money and second, the 
unit of ])urchasing power (Prof. ])r. Wolfgang TTeller: The- 

oretische Volks wirtschaftslehre.”) The value of money is char- 
acterised, therefore, as ‘‘the relation between claims to goods 
based on services rendered by individuals and the possibilities for 
the satisfaction of want^ afforded by the supply of goods secured 
through the process of wealth distribution.” That the price level 
and the value of money can change through change on the goods 
side of the equation, was easy to understand; hut how prices can 
(*hange through a change on the side of money, which is only an 
instrument of exchange, was difficult to grasp. Put it should be 
noted that money incorfiorates claims to goods and influences 
distribution ; and a change in its quantity disturbs the equilibrium 
between incomes and goods and therefore the value of money. It 
does not work directly on market prices but through the distri- 
bution of income. It follows from this that the (hange in prices, 
brought about by change® in the volume of money, cannot be linear, 
that is to say, all prices cannot rise or fall in the same measure. 
It is through the disturbance in the quantity of income that the 
changes can proceed and they will spread in the community by 
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sta^ye^i. It was the idea of a chaiif^e in the level of prices being 
proportionate <<> the change in the quantity of money that brought 
the old quantity theory of money into disrepute. Prof. Heller’s 
explanation of the process is peculiarly illuminating. 

Fluctuations in prices, particularly in what are known as 
economic or trade cycles, must depend on the money income of 
the community and the manner in rrhich it chooses to utilise it. 
Prof. Gregory, therefore, says: — It is, however, ne<‘e«sary to 
sup))ly In detail the reasons why it is desirable to hold larger or 
smaller balances at one time or another, and to explain how an 
iricrease in the stream of money income can take place. But given 
a fixed supply of means of payment, increased outlay simply means 
a diminished average balance, while an increased average balance 
i!)volves diminution of outlay. An increase in the volume of means 
of payment is due either to increased borrowing hv the hiisines ' eon^- 
iminity or increased (uncovered) expenditure by governments. It 
Is clear that it is easy to pass from one theory to the other; the 
general idea is the same, although the emphasis is different.” In 
view of this development of th( tight on the subject, Prof. Keynes’ 
Treatise on Monrif must he regarded as the most recent contribu- 
tion of outstanding merit to the study of monetary theory. It is 
impossible to give here even a rough idea of tvhat he has attempted 
lo ])ropouiid. But it may he said in general terms that he atfriVites 
(hanges in the value of money to a divergen(*e or lack of corres- 
])ondence between the money savings of the community and the 
volume of new real investment, that is, the net addition during 
a given period of time to the capital wealth of the community. 
He constructs his own e(|uations of exchange to demonstrate the 
truth of the thesis he seeks to expound. The special meanings in 
w’hich he uses some of his terms such as saving and investment 
and also the method of treatment he has adopted in the new work, 
have aroused a good deal of criticism. To many the book is con- 
fusing and full of ambiguities and others join issue with him in 
]*egard to his arguments and conclusions, Even friendly critice 



DEVELOPMENTS OF MONETARY THEORY 


501 


find the book difficult to follow and apprecdato; and Prof. Tvoyn(‘S 
lias already had to cross swords with douf^hly cham})i()ns on the 
other side, like Dr. Hayek (see issues of the Kcoiurmica, specially 
No. 34, for November, 1931). 

Prof. Keynes himself says that his new theory re])resents a 
radic al departure from the lines of the old quantity of money and 
velocity of circulation schools and is not quite unconsc ious of the 
ambiguities and apparent inconsistencies which have crcqd into his 
wcik as also the difficulty readers wouhl experience in followinf^ 
him. It appears as if it will be some time before his thesis is 
cle arly and ])roperly a])preciated and the value of his contribution 
to the theory of money is correctly appraised. It happens that in 
repelling* Dr. TTayek’s attac*k on his Trrrftisc, in the pages of 
Economical’ he has very briefly stated ])recisely where he differs 
frcmi his opjionent and what his own analysis exac tly amounts to. 
Ft will be useful to summarise briefly what he has to say : 
According to Dr. Hayc'k, voluntary saving always finds its way 
into investment. This is so bcH’atise increase of saving mc»ans a 
net increase of ])urchasing power directed to the buying of ‘ in- 
vestment goods’ or intermediate products’. Voluntary saving 
and inve^stment are not, however, always equal. The banking 
system may increase thc’ supply of money, and additional funds 
Mu’ll thus be available for investment, with the result that the latter 
will exc’ced saving and contrarywi^e if the banking system decreases 
the supply of money. Thus a disequilibrium between saving and 
investment is necessarily the result of action on the part of tbe 
banking system. Dr. Hayek’s conclusion is that the nec‘\ssary 
eondition of avoiding credit cycles is for the banking system to 
maintain tbe effective quantity of money absolutely unaltered. On 
the other hand, in the view of Prof. Keynes, saving and invest- 
ment, as he defines them, can get out of gear without any change 
on the part of the banking system, from neutrality, merely as the 
result of the public changing their rate of saving or the entre- 
preneurs changing their rate of investment, there being no auto- 
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matic mechani*sin in the economic system to keep the two rates 
equal, provided that the efVective quantity of money is unchanged. 
A changing price level due io a change in the relation between 
saving and iiivestment, (‘osts of production being unchanged, 
merely redistributes purchasing power between those who are 
buying at the changed price level and those who are selling at it, 
as compared with what would have hai)pened if there had not 
been a change in the relation between saving and investment. The 
above summary is given not to elucidate the j articular development 
of the monetary theory which Prof. Keynes has atteni])te(l, but 
simply to illustrate the trend of his recent thought on the suhjeet. 

M(nst of the thinteis who have, in recent years, devoted 
spe(*ial attention to problems relating to monetary tlieory, appear 
io have done so in connection with their study of the ])henumpna’ 
of industrial fluctuations. In so far as the theories of industrial 
fluctuations have reference to money and credit, they tell us liow in 
tlic time of the boom, more money is invested than is saved and 
this supplementary money, capital comes out of credit extended by 
hanks. The resulting relative high prices compel certain clas^ses 
to reduce their direct consumption and lead to their “ forced 
savings The increased supply of credit renders possible the 
carrying out of new (ombinations of the factors of production and 
new goods are manufactured at the expense of consumption. 
(Ropke: “ Krise and Konjunktur ”,) The role played by money, 
credit, interest rates, investment and savings in the up and down 
movements of Ihe waves of industrial conditions, has been ascer- 
iained by close students of booms and depression, and their con- 
clusions are, broadly speaking, found to fit in with those derived 
from the discussion of monetary theory we have had above* The 
suggestions which have been made by various writers ^ ery naturally 
have direct reference to their own analysis of the prevailing de- 
pression and to measures they regard as practicable or desirable in 
the circumstances. Ko»-monetary and even non-economic causes 
are very largely responsible for the persistence of the present 
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depression, and the ordinary monetary remedies to overcome it, 
are found to be insufficient and inefficacious. Mr. lieamount Pease 
of the Lloyd’s Jiank, pointed out at its last general meeting, how 
the deposit liabilities of that institution had increased in a single 
year by as much as .i'48 millicius to the record figure of 
millions and how the total deposits of all the clearing banks in 
Liigland had increased by 1^232 millions during the same period. 
There is a pathetic touch about his observations regarding this 
increase in public* savings which could not go into investments, 
lie remarked: — “ Something must cxcur to induce the owners of 
this increased purchasing power to put it into use. Some spark 
must reignite the torch of hope, some outstanding event or accu- 
mulation of events must strike man’s imagination and inusuade 
him that the darkness is past and the dawn at hand .... that it he 
does not buy to-day he* will have to pay more to-moirow tor what 
he requires.” 

The position in India is similar to tliat depicted above. But 
from other points of view, it is much worse. Oiu' commodity and 
money markets are not properly organised and are lacking in the 
sensitiveness which normally influences investments, savings and 
rate^ of interest. The essential information and statistics relating 
to these matters, are wanting; and though monetary and banking 
problems have been hotly discussed in the country for years and a 
central reserve bank will be soon established, it is now ihat a 
beginning is being made to do something systematic in this res- 
pect. In the circumstances, discussion of monetary theory and 
the policy to he based on its conclusions, will appear in India like 
the useless spinning of delicate yarns, when even the suggestions 
of men like Prof. Keynes for western communities, are characteris- 
ed as Utopian. It is, of course, true that economists can only 
suggest and leave it to others to implement the vsuggestions. If 
the present slump is attributed to saving exceeding investment, 
aggravated by a propensity to hoard, who is to remedy the defect? 
According to Prof. Keynes, it is the duty of the banking system 
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to achieve equivalence by making their market rate coincide with 
the ' natural ^ rate, thus preventing fluctuatione in the price leveL 
For this purpose he would have international control and a 
supernalional authority to regulate monetary affairs. This is a 
notable sample of the ideas and suggestions propounded by vaxio-us 
thinkers who have been actively working on the problems of 
industrial cjxles and money and credit. An excellent summary 
of modern monetary theories will be found in the issues of the 
Mfknrhester (hmdiati (Jomvi&rcial , for the early months of the last 
year. However they may differ from one another in the ])roce88 
of analysis and the policies they point to, it is noteworthy that 
there is a large measure of agreement among thinkers in respect 
of the fundtuiientals of monetary theory. An examination of the 
monetary i)henomena whic h have presented themselves in varied 
forms in the post-war period, is calculated to demonstrate the error 
of the old quantity theorists of concentrating on the volume of 
money as the sole cause of j)rice changas and their failure to bring 
it into proper relation to other and equally imj)ortant factors. The 
caution conveyed in the following observations with regard to the 
use of the exchange equation, would, however, appear not to 
be su])erfluous even at the ])resent day: — “ Change in the quantity 
(;f money and its velocity of circulation, cannot be regarded as 
the “cause” of the dianges in the value of money, since both 
changes go hand in hand and owe their origin to other circum- 
stances, particuilarly the production of and demand for gold, bank 
policies and government ( xpenditure, which have little to do with 
the quantity of money...... It would be a fruitless effort to attribute 

changes in the commodity values of money to one ultimate” 
cause. (Hero Moeller: ‘‘ Die l^ehre vom Gelde.”) 
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BY 

V. SivARAMAN, B.A. (Hon.) 

Q-old Standard has fallen on evil days since the war. Of 
the two big countrie^i that still clung to her, France has been left 
alone and the ITiiited States of America has renounced her alle- 
giance. Naturally one is inclined to ask what will be the future 
of the Oold Standard. 

The Oold Standard in the jiast has been the keystone of an 
ordered ccoiujinic system. Till the war it had worked tolerably 
well, with perhaps no violent changes in the price-level. Of course 
there were oscillations in the general price-level. But the maxi- 
mum fall in the whole century was perhaps much less than occurred 
in the past two years alone. The Gold Standard automatically 
adjusted the balance of payments between different countries and 
where necessary the course of trade itself. This ‘ delicate piece of 
mechanism ’ has gone wrong now. 

The rules for the working of the Gold vStandard have never 
been precisely stated. The failure of the annual output of gold 
to keep pace with the demand for the same has compelled almost 
all the gold countries to discontinue the issue of gold coins and, 
officially as well as non-officially, to discourage hoarding of gold 
coins and bars. It has also b(^n accepted that monetary authorities 
should not take the initiative for withdrawing gold without the 
consent of those monetary authorities who would be affected by 
their action. Also in view of the increased requirements of the 
world no country should withhold an unreasonably large amount 
by artificial means. How central banks have acted against these 
rules, thus causing the downfall of the Gk>ld Standard, is too plain 
to require any explanation. 
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It would be well to see how the various countries of the world 
made a return to gold, and thereby understand how the foundation 
itself was laid on a shaky basis. England made a return to the 
gold bullion standard and on an oYer-valued basis. France return- 
ed to gold in 1928 on a devalued basis (to encourage the gold flow 
into her hank vaults), adopting the Wold Currency Standard 
while certain other countriesi adopted the Gold Exchange Standard. 
Thus there was no unanimity in the currency systems of the 
various countries of the w orld. 

The much criticised maldistribution of gold and the sterilisa- 
tion of over 70 per cent of the world’s monetary gold by America 
and France were undoubtedly caused by the pursuit of extremely 
nationalistic policies, whereas, perhaps the most important condition 
for the smooth working of the Wold Standard is international co- 
operation. War debts and reparations, commercial and tariff 
policies of an extremely nationalistic and protective nature, the 
sudden stoppage of foreign lending by France and the United 
States of America and some other causes only too easily made 
gold flow into the bank-vaidts of the United States and France, 
only to be idly deposited there deprived of its reproductive quality. 
That is to say, the chief function of the Wold Standard, namely the 
supply fimction, has been neglected since gold was divorced from 
credit. 

Had the United States of America and France released their 
surplus gold either by means of lending abroad or by the adoption 
of a monetary policy which allowed natural economic tendencies 
to take their course, the evils of the world crisis could have been 
minimised. The absence of adequate co-operation was responsible 
for the difficulties. As Sir Arthur Salter says: ''The Gold 
Standard cannot adjust the flow of capital if a higher rate of 
interest attracts the investor less than the fears of losing what he 
has lent discourage him. It cannot adjust relative natural price- 
levels if economic organisation offers stubborn resistance. It can- 
not correct a balance of trade which is leading to disaster if it id 
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deliberately impeded by commereial policy. In short a new adjust- 
ment of the system is essential, supplementing the old automatic 
system by deliberate direction.** Thus international co-operation 
is one of the fiindainental prerequisites of a revival of the Gold 
Standard. 

Considering the case for any alternative standard, can an 
international managed jiaper currency be thought of? Evidently 
such a system is more likely 1o be mismanaged than any other 
system. Moreover, such a degree of co-operation involving the 
subjection of inde])endent nations to an international authority is 
impossible to attain. The other suggestion that there might be a 
division of the world into two groups, namely the sterling bloc 
under Britain's lead and the gold bloc, each working in co-operation 
with the other can l>e entertained only as an interim policy with a 
view to the ultimate return to gold. Because fod' the smooth 
working of the international w( rid economy a common standard is 
inevitable. The other suggestion is the adoption of international 
Bimetallism. But international co-operation of a closer nature is 
required if Bimetallivsm is io work at all than perhaps in the case 
of the Gold Standard itself ; for in the former (‘ase we have to deal 
with two metals whereas in the latter, we have to deal with one 
only. 

It is true there are obstaedes in the way of a return to gold, 
the removal of which is absolutely essential for the permanent and 
smooth working of the Gold Standard. All are agreed that there 
must be the abolition or at least an effective scaling down of 
Reparations and War-debts, for an adjusted balance of payments 
is the prime requisite of a reliable currency; an international 
agreement with regard to commercial and tariff policies; the re- 
storation of a reasonable degree of freedom in the movement of 
goods and capitals; the attainment and the maintenance of equili- 
brium in the internal economy of each country, not only as regards 
public revenue and expenditure but also as regards the cost of 
production and the organisation of internal money and capital 
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Markets; a radical reduction in the deinaud for central bank gold 
reserves ; sincere attempt towards the stabilisation of the value of 
gold, etc. International action along the lines indicated here is 
necessary. 

Dr. Gregory also suggests that a return to gold is inevitable. 
But he takes up the higlily controversial question of stabilisation, 
and says “ there must be a period of experimentation before de- facta 
stabilisation, let alone de^jvre stabilisation is attained.’’ He argues 
that stabilisation need not be on the basis of a higher price-level. 
But when one considers the difficulties with regard to debtor- 
creditor relationship^, one should be inclined to agree with the 
Geneva experts that a conscientious and determined international 
effort to encourage a rise of prices is an essential imrt of any pro- 
gramme of reconstruction. But this problem may lie let ab ne with 
the remark that the (juestion of when the return to gold should be 
made and the exchange parity at which it would be carried out 
w^ould depend on internal as well as external factors, and these 
questions might be determined by each country without prejudice 
to its international working. I am here concerned only with show’- 
ing that a return to gold is inevitable and not at all impossible as 
some critics would try to make out, if only the requisite amount 
of international co-operation is secAired, which ivS the fundamental 
condition precedent for recovery, whatever be the particular way 
adopted to attain the end. My contention is that that particular 
way is realised by a return to gold as early as possible. 

The Gold Standard system might feel proud of having achieved 
the conversion of one of the slaunchest decriers of the system to its 
side. The new Dr. Keynes who formerly characterised gold as a 
fetish, fit only for a barbarous age has now suggested a modified 
Gold Standard, in which the use, if possible the vailue of gold would 
be regulated by mtemational agreement. Of course the real choice 
now before us is between a purely managed paper currency and a 
modified Gold Standard, In the words bf the Ec(mamut in the 
pi^sent day conditions of the world, political as well as paychq- 
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logical, Dr. Keynes has done well in advocating a modified system 
of Gold Standard itself. 

In his Means to Prospeitttj Dr. Keynes advocates a kind of 
international reflation by the creation of 5000 millions worth of 
gold dollar notes. The gold (‘onients of the dollar v. onld represent 
the value of the notes. The notes would he issued hy an inter- 
national authority set up for the purpose and would he ohlainuhle 
by the j;arti(‘ipating countries against an c(jual value of the other 
countries up to a maximum (luota for each counlry. Ctntral Banks 
would accept the notes as the equivalent of gtdd. They would not 
however enter into circulation hut would he held as a . leserve 
against domestic note issues. The bonds would carry a ( ertain 
rate of interest alterable hy the international authority empowered 
even to vary the volume of note issue as a whole. The scheme is 
intended to ultimately raise the gold ])rice level and bring to mini- 
mum its fluctuations in the future, llegarding parity Dr. Keynes 
says, each participating country should adopt a fie ffwto parity 
between its national currency, and not only of gold notes but also 
of gold. 

Mr. Bland in the TmieKs (*riticising Dr. Keynes, says that the 
real cause of the wdiole trouble is excess of international lending 
and borrowing, and hence -suggests that restrictions on trade 
should first he removed. But Mr. Brand would do well to remem- 
ber that those restrictions themselves might have been adopted to 
prevent a downward trend of prices in which efforts to reverse 
the latter tendency should first be made. Moreover if the scheme 
creates ( onfidence in the member countries the present gold thirst 
would be considerably relieved. ‘ Lend and import ’ policy might 
perhaps be encouraged. Prices of primary products might perhaps 
rise. Governments might start public works and thus the internal 
unemployment misery due to^ increased imports might be consider- 
ably lessened. The debtor countries might use the notes to dis- 
charge their obligations. 

Bnt two kinds of criticism, which are really great obstacles in 
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the way of the realisation of .such a scheme should be met. The 
first difficulty is that of the stabilisation of those notes themselves 
as ‘a result of maldistribution. The other difficulty is as to whether 
nations would brook the domination over them of an international 
authority in siu h an important part of the economy of each 
(‘ountry, namely currency. The (mly answer to these would be 
that whatever standard mif»‘ht be ado])ted as an international 
standard, these difficulties would continue to exist. One cajinot 
have the cake and eat it. Countries must sacrifice something of 
their national independence feu the sake of the world peace. 
Under any system, international co-operation is indispensable, 
“for ail international money system can never function in a 
nationalistic world.'’ 

Or they might adopt another system of Oold vStandard, not 
having so much of international domination. A system of Gold 
Bullion Standard with the other requisites necessary for its intro- 
duction mentioned elsewhere in this paper, seems to be the only 
alternative. In this (,onnection, the present monetary pcdicy 
pursued by America needs to be mentioned. The controlled in- 
flationalist policy of Frevsident Boosevelt, with the object of raising 
American prices is perhaps (,f doubtful value. She has practically 
gone off Gold and is against any kind of temporary stabilisation. 
Bui she is prepared to co-operate with the other countries for a 
])ermanent return to Gold and thinks of stabilisation. But the 
])resent policy of America, perhaps, is not desirable from the point 
of view’ of the w’orld. In the words of Edie: “The outside 
countries of the world are w aiting to see the outcome of the United 
States of America policy. It is exceedingly doubtful whether 
England w’ould return to a gold base, which would make the 
pound sterling the unhappy victim of convulsive movements as 
those of the Dollar. Unless the dollar can be administered along 
lines of greater restraint and moderation, it would be unsafe as an 
anchor for the World Monetary System.^* But nobody in fact 
desires any Ourrenoy to be absolutely relied upon. 
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International co-operation is absolutely essential for the revival 
of an^ scheme of currency. But one can venture to say that the 
present political and psychological conditions are more in favour 
of a modifieil Gold Standard. The best monetary opinion through- 
out the world favours a return to Gold. The Financial Sub- 
Oominittee to the World Economic Conference accepted that ‘ gold 
should be re-established as Ihe international measure of exchange 
values, the time and parity being left for each country to deter- 
mine; gold need not and should not circulate as money but should 
be held as a reserve against Central Bank liabilities; that a reduc- 
tion of reserve ratio in (Central lianks is essential and that 
Central Banks should co-operate through the Bank for Inter- 
national settlements. The Iloyal Institute of Iiiternational 
affairs on ‘ Monetary Policy and DepresHsion ’ similarly 
advocates a return to gold sooner or late]*, and one of the reasons 
is that if a retuni to gold is made with universal Ciirrem'y devalu- 
ation it will release new credit in (Vntral Banks of the debtor 
countries, which will give a stimulus to rising prices and at the 
same time piwide the means by which restrictions on transfers, 
moratoria, and excessive tariff's can be reduced in their intensity. 

The Board of Direc'tors of the Bank for International Settle- 
ments on «Tuly 11, 1932 said that Gold Standard still remained the 
best standard for free flow of trade and international financing. 
For this, inteniational (ollaboration c*ombined with national efforts 
must restore equilibrium in the financial and economic structure 
of the various countries of the world. 

Thus we see that the best monetary opinion throughout the 
world favours a return to gold. India should try to fall in line with 
the major countries of the world, instead of pursuing her own 
monetary policy. The Gold Bullion Standard and the proposed 
Reserve Bank, would bring the Indian Monetary System into con- 
formity with the recognised monetary theory and practice of the 
more advanced countries of the world. 



RECENT DEVELOPMENT OF MONETARY THEORY 
SOME CONTRIBUTORY FACTORS 


BY 

S. Thothadri Iyengar, M.A., . 

Lecturer in EcoiwmicSy National College, Trtchmopoly. 

I 

Monetary theory has in recent years been rapidly developing, 
largely OvS a vesnlt of ihe terrible experiences of the War of 
and of Ihe tremendous problems that it has left l>ehind. At no 
other period in modern history has there been so remarkahle an 
elaboration of monetary theory, l)ecauHe at no other period did a 
war lead to such widespreiid repercussions in the world of industry, 
banking and finance. 

It must be admitted that there are certain monebiry experiences 
common to all wars, such as (a) a rapid rise in prices, due partly 
to the enhanced demand for all kinds of ‘ war * goods and services, 
and partly to the dislocation in the machinery of production caused 
by the withdrawal of thousands of men from industry to the 
fighting line; (b) an overissue of paper money by governments 
because of their revsources and those of hanks being severely over- 
taxed; and (c) a Imoming of industry after the clovse of the war 
arising naturally from the need to rebuild the shattered economic 
life of the countries affected. 

All these phenomena were seen in the wars of the 19th century 
— the Napoleonic War, Ihe American Civil War, the Franco- 
Pnissian War, etc. They were also present in the War of 1914 
and in the years following it ; but their recent incidence has been 
world-wide owing to the fact that this has been the greatest of 
wars in the modern era. One need only instance here the collapse 
of currency and the eoaring of prices to fantastic heights in 
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Genially aad the couutries of South-Kastern ;^!lnrope, the unprece- 
dented additions to the public debt of the belligerent countries, 
and the great boom of 1919'-20. There is, then, a difference in 
scale between the i)roblenis cremated by the Great War of 1914 and 
the problems created by earlier wars, and this difference in scab' 
must itself largely explain the impetus that has been given in rece.»t 
years to the development of the theory of money. 

A feature of the last war that places it in a class by itself 
needs special nienlion — namely, Hepin-ations and War Debts. The 
financial liabilities of Germany in respect c)f reparaiions payable to 
ihe Allies, and of mosi of the Allies in respect of war debts owed 
to the United States of America, have been responsible for huge 
transfers of purchasing power, the flight of gold from debtor to 
creditor countries, the dejneciation of currencies, and chronic 
deficits in National Budgets. 


II 

Our monetary troubles, largely a legacy o-f the war, have been 
intensified by the rapid growth of a spirit of economic nationaJism . 
‘‘Every nation for itself and devil take the hindmost ’’ seems to 
be the motto of the hour. The ideal of economic self-sufficiency is 
being ardently pursued by each nation when the dominant tendency 
that the evolution of economic life in the modern world has been 
revealing is the increasing ifiterdei)endence of nations. Communi- 
cations, markets, the operations of “ high finance ’’ are all inter- 
national in scope. But the deliberate attempt made by national 
governments to go against this tendency and to construct a number 
of watertight nationaji economic compartments has led to strange 
residte. 

A typical illustration of the troubles arising from economic 
nationa^Ksm is furnished by the histp^y of the p?wt ten years. 
Ihiring this period, gold began gradually to “ silt up/' first in 
P, 17 
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the United States, «iid later in France— tho great creditor coniitries 
which had become entitled to huge payments from abroad on 
account of war debts, favourable trade balances and reparations. 
These payments had to be made by the debtor countries in gold, 
(Since the United States and France have always been strongly 
protectionist, their high tariffs have prevented payments being 
made to them in goods.) The drain of gold made it more and more 
difficult for the debtor countries to keep their currencies linked to 
gold. Many of them, therefore, had to go off the gold standard. 
This depreciation of their currencies tended to stimulate their 
exports; the creditor countries, now getting alarmed at the pros- 
Xiect of a spoiling of their home market by an inrush of cheap 
imports, raised their tariffs still further in eelf-defence. The 
debtor countries thus discovered that even by the depreciation of 
their currencies they could not make both ends meet. The only 
way for them to improve their position and to continue to meet 
their obligations without complete default was to purchase less 
from other countries knd thereby to make the trade balance less 
adverse to themselves. They have therefore raised their tariffs ! 
There is, today, a regular race between the nations in tariff-making 
matched only by the race in currency depreciation and the race 
in armaments. 

Our intensely naiionalistic approach to the problems confront- 
ing us is also well ilUist rated by our readiness to work for stability 
of the internal price4evel in each country rather than for stability 
of the foreign exchanges; though, as Mr. J. M'. Keynes has pointefl 
out, ''exchange stability only requires that the eame standard of 
value should be adopted at home and abroad ; whereas an internal 
standard, so regulated as to maintain stability in an index number 
of prices, is a difficult scientific innovation, never yet put into 
practice.*’ We feel, in other words, that it is worth our while to 
try a difficult scientific innovation” in place of an older method 
simply because our attention is being turned more and more 
inward. 
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Apart from the above factors — namely, the aftermath of the 
Great War and the increasing* Adnilence of the nationalist spirit — 
the changes that Time is bringing about in our workaday world 
have themselves been ic^sponsible for a swift progress in the realm 
of thought. The growth of 2)opulation, the incueasing complexity 
of the mechanism for the production and distribution of wealth, and 
the consequent elaboration of the credit struc ture by financial insti- 
tutions are all of them forces that compel a more and more detailed 
working out of economic theoiy. For economics is a growing 
science, and it must develop 'pari passv with developments in the 
organisation of our economic* life*. 

When one I urns to pre-war monetary theory, one is struck by 
its utter inadecpiacy in relation to the problems of today. The 
quantity theory of money, for instance, might have been good 
enough for a period when such phenomena as devaluation, flight 
from gold, exchange controls, and ^ reflation ’ were unknown, but 
it does not carry us far in our study of present-day problems. As 
society grows more and more complex, the organ of thought 
which would enable us to deal w ith our problems^ must also become 
correspondingly elaborate. Foi* example an idea of the distance 
we have traversed since the pre-war era in our concejition of how 
to work a gold standard can he gained from the following passage 
in Mr. Keynes’s Treatue on Money : 

“ Almost throughout the world, gold has been withdrawn 

from circulation. It no longer j)asses from, hand to hand It has 

become just a standard of value : and it only keeps this nominal 
status by being handed round from time to time in quite small 
quantities amongst a group of Central Banks, on the occasions 
when one of them has been inflating or deflating its managed 
representative money in a different degree from what is appropriate 
to the behaviour of its neighbours. Even the handing round is 
Woming a little old-fashioned, being the occasion of unnecessary 
travelling expenses, and the most modem way, called “ear^ 
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luai'king,” in to chauf^e the ownership without shifting the 
location/^ 

- t’ui’tier iihstauceH of ftie <levelopiuent of monetary theory 
under the stress of the growing? complexity of economic conditions 
can be seen in the “ (•oni])ensated dollar ** plan of Professor Irving 
Fivsher (according* to which only gold bullion dollar certificates 
would circulate aiid the weight of ‘the gold to he given on their 
redemption would vary periodically, on the basis of an index 
number, so as to kec]) the buying powei* of the dollar always the 
same) ; the purchasing j)o\ver parity'^ theory of Professor Cassel 
(the theory which ex])lains how the rates of foreign ex<’hange are 
likely to he determined when (‘ountries have depreciating currencies 
not linked to gold) ; and (he theories of the Bank llate and of the 
(h*edit Cycle worktul out hy Mr. Keynes in his analysis of the 
* ])ure theory of money ’ iu the first volume of his Treatise (an 
analysis whi(di has evt»ke(l a good deal of controversy among eco- 
mmiists — a (‘ontroversy revealing the ‘ pains of growth ’ in the 
general body of economic tliought). 

IV 

A few concluding reflections on the future of monetary prao- 
ti(‘e and theory may not bo inappropriate. 

Nowadays we hear a good deal of talk about managed 
currency’’ and ‘^planned money,” but it is permissible to doubt 
whether siudi planning will be quite a success when othei* aspects 
of economic life aie not similarly jdanned but are left unregulated. 
No doubt the keystone of an ordered economic system is a 
Money that fulfils its function ” but the focussing of attention 
on the position of the keystone, unaccompanied by a scrutiny of the 
other }>art.s of the arch, may not l>e conducive to the stability of 
the edifice. Mr. Paul Pinzig is an extreme exponent of this view, 
lie considers it ''a grave Inconsistency to advocate a managed 
currency in ah unniahaged economic system ” and he thinks that 
planning should be adopted first in the sphere of production and 
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(liHtributioii before it is ai)plied to monetary policy/’ One need not 
go the whole way with Mr. l^inzig to admit that there is a good 
(leal of force in his eoiiientioii. (hirrency cianks ’’ and experts 
will do well to btnir in mind this point of view in their anxiety to 
7'enovate the financial machine. 

Some distinguished economists and men of affairs — writers 
like Mr. Keynes and Sir Arthur Salter for instance — favour inter- 
national action to ensure approximate stability in the value of 
ujoiu^y and in the world ]'rice b'vel. But they are at the same time 
fully aware of the formidable obstacles that stand in the way. 
‘‘A (‘oncerted world monetai'y ])olicy, with an International Bank 
as an instrument to hel]) in applying it, would be of inestimable 
value to world trade. But it uill be both impracticable atjd useless 
unless other policy, in ])articular, commercial ])oli(*y, Is directed 
to the same end. An international money system or Bank can 
never function in a nationalistic world.” Recovery,^*) Such 
misgivings hav(» been amply borne out by recent events. The 
World Economic Oonf('rence which met in London last June 
collapsed in a fe^v weeks, thanks to the incompatibility of the aims 
pursued by the several nations represented in it. When the text 
of a joint declaration on which tin* gold standard countries and the 
i*est had agreed was cabled to President Roosevelt, he sent a reply 
rejecting the declaration and pointedly observing that “the sound 
interna] economic system of a nation is a greater factor in its well- 
being than the price of its currency in changing terms of the 
currencies of othei* nations ” and dismissing an international 
monetary standard as one of the old fetishes of so-called inter- 
national bankers.” The Conference never recovered from the 
shock of this blow, but this blow was only the last of a series ! 
Who will be bold enough to predict, in face of all this evidence 
to the contrary, the establishment of a successful international 
monetary standard in the near future? It is clear that the duty 
before economists and financiers is to work for a revival of pros- 
perity through schemes less pretentious and more practical. 
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WELCOME ADDRESS 


JIY 

Rao Bahadur S. E. Runganadhan, M.A., I.E.S., 

(yhairman, Reception Commiiiee 

Youii liiXCKIiDENCY, Ha.I Ml S.VHKli, Mu. l*KKSll>KNT, IjADIKS AM) 

Gentlemen, 

As Vice-Chaiuellor of the Aiinainalai Fniversit^ and Chairman 
of the Itecepiion Coiumiitee, it is a very grwit piivilef»:e and a 
l)lcasiiro to me, indeed, to extend a most cordial welcome to the 
distinguished delegates and visitors to the Seventeenth Indian 
Economic Conference, whic h is meeting under the auspices of this 
University. My first duty is to express our deep scuvse of grati- 
tude to His Excellency for his great kindness in coming here at 
this season all the’ way from Madras for the ])uri)ose of inaugurating 
the Conference. It is fitting that the Conference should be opened 
by one, who as the Head of the (JoA^ernment of Madras, has at all 
times shown the deepest solicitude for the' well-being of the people 
of this Vresidenoy. As this will, in all probability, he His Excel- 
lency's last official visit to this UniA-ersity, 1 may be permitted to 
take this opportunity of conveying to His blxcellency the warmest 
thanks of the Authorities of the UniA^ersity for the keen inierest 
he has always taken in its welfare. 

Though we shall be sorry to lose His Excellency from our 
midst a few months before the expiry of his teim of office, we all 
sincerely rejoice that His Excellency has been appointed to ac t 
during those months as Viceroy and Govern or- Gen end of India. 
We beg to offer His Excellency our most respectful felicitations on 
his new appointment and wish him all hapjiiness and success in 
his exalted position as +he chief representative of His Majesty the 
King-Eanperor in India. 
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lu offering a kearty welcome to the members of the Confereace 
who have come from various paits of India, far and near, I re- 
gret to say tliat our anangements for their accommodation and 
comfort during th(' period of their stay here have l)een considerably 
marred by a devastating cyclone which swept over this district a 
foj'tnight ago. The storm was one of the severest which has ever 
stru( k the ('oromaiidel coast, and caused serious damage to life and 
property. The Fniversity suffered badly, lioofs were blown off', 
a few buildings collaiised, the gardens were completely destroyed 
and hundreds of trees have been either \iprooled or badly battered. 
As it was felt, however, that the Conference could not be })ost- 
ponod, hurried efforts have beiii made to remedy the damage as 
tar as possible and to set things light. In these (ireunistances, I 
hope the delegates and visitors will be good enough to overlook 
all vshort comings in the arrangements which havt‘ be^en made for 
their ])ersonal comfort. 

The (^mference meets at a critical lime in the history of our 
country, as several Kcoipmiic problems are at ])resent damonring 
for solution. The economic blizisard which has been blowing over 
the whole world for the ] ast thiw or four years, has })roducod 
«acntt‘ distress in India. So far as South India is concerned, our 
agriculturists have been harder hit than other sections of the 
|>(>l)ulation. In the last lew years the burden of indebtedness has 
become more heavx' and widespread, and many a prosperous land- 
holder in these iiarts is i:ow fared wdth utter ruin. 

Since lf)29 when ])rK es began to fall, it has not been possible 
for the cultivators to repay their loans, and a good many have 
not been able pay even the interest due on the loans. Indebted- 
ness has been the l>ane of Indian agriculture— our most impartant 
industry, and with the burden greatly increased at present, 
measures to deal with the situation are more than ever imperative. 
Whatever Government may lie able to do in the matter, a great 
deal depends on the people themselves, and it is to the popular 
movement of co-operation that one looks for the inauguration of 
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right policies. Unfortunately, the co-operative luuvenieiit itself is 
hampered by many difficulties, chief of which is the question of 
overdues. It looks as though the paralysing effects of indebtecl- 
uess have touched th(' ver> agency which was inteiided to relieve 
indebtedness. While the individual boiTowers are not able to 
repay their loans tcj the ])rimary societies, the\ in their turn find 
it impossible to meet their liabilities to the ccuitral institutions. 

It is gratifying to find that the co-operative movement is one 
of the subjects to b(* discussed at this Conference. I trust that 
you will be able to suggest measures which while serving tlie ends 
of co-o]jeTation, will he in harmony with the larger ec onomic* life 
of the country. 

Another question whicdi is to be discussed at this Conference 
is the problem of po])u]ation. The iiuTease of the p()])nlation 
during the decade 1921-31 hy over ID per cent is alanning in view 
of the extremely low standard of living. To a country where the 
average income of the whole ]H)pxilation is none too high and where 
the rate of economic develo]unent has been none too fast, this is 
bound to be an event of serious consequence. Our ]>resent diffi- 
culties as well as the menace of the future point to the ])e(*essity 
for pro])er adjustments in order to co}»e with the situation. 

One of the most interesting ideas which has become familiar 
to us in re(‘ent years is the idea of planning. We have suffered 
an unplanned economy long enough to know that a ha])ha’5'ard and 
empirical disposition of economic forces though it might (‘tisure 
economic trelfar© under favourable conditions has an inbereiit 
tendency to break down in critical ])eriods. Wkat is needed ia a 
plan, which while properly appreciating the direction and degree 
of change will provide for responsive adjustments thereto. A 
(*omprehensive study is essential for the formulation of any pro^ 
gramme of economic development, and the announcement by the 
Government of India of the appointment of a rommittee of experts 
to make an economic survey" of India is partieularly gratifying. 
The Conference has chosen Economic Planning and Economic 
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Survey ” as the ( xirreiit topic for <liscui!ksioii, and yonr deliberations 
in \vhi(']i we ar(‘ <^lad to learn that J)r. Kobertson will I'articipate, 
win, I am sure, be of considerable value both to that (binmittee 
and to the (loverninenl . 

It is ofttm said that in re^*ard to the dia^?‘Dosis of economic 
troubles and the ])rescri])tion of suitable remedies, there ivS much 
variance even amoufy eccaiomic ex])erts. One ])ossible explanation 
of this diverj^ency may be that many economic questions, notably 
those lelatin^* to currency and finance, are largely ])ol’tical. You 
may remember the story of the man in Boswell who said that he 
had tried to be a philosopher but foxind that cheerfulness was 
constantly breaking* in. l^ditios, in India inore than in other 
(‘ountries, has a most disturbino* wa\ of breakinj>* into the con- 
sideration and discussion of almost every (piestion of public 
importance, whether economic, social or even religious. You, 
however, as distin^uislnnl scholars and teachers of Economics will, 

1 am sure, deal with the questions before you dispassionately and 
in a truly s(‘ientifi(' spirit, and your opinions and constructive 
Mi^'^estioius should be hiji-hly useful not only to those who are 
responsible for the administration of the country but to every 
intelligent citi/A'n who is in these days called u})(m to understand 
and ]mss jud^’inent on various economic (piestions. I s])oke to you 
a minute a^o of the o'reat damage caused by the recent st(vrm. 
Hut Natuie, while (piick to destroy resuscitates with equal swift- 
ness. The trees and shrubs uhich stood bare a few days ag‘o are 
already puttino* forth tender shoots and are be^n‘nnino- to clothe 
themselves with f^reen leaves. But the havoc wroupfht by man, 
cither through ignorance and folly or through the lust for wealth 
and power, is not so easily re])aired and the road to recovery has 
necessarily to be a long one. The situation, however, is not beyond 
ho]>e. As Sir Arthur Salter in the Epilogue to his absorbingly 
interesting book on Recovery says: — ‘‘We are, if we (‘ould but 
grapple with our fate, the most fortunate of the generations of 
men. In a single life-time Science has given us more power ovey 
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Nature, and extended further the ran^e of vision of the exploring 
mind, than in all ren orded history. Now, a!id now onl\ , our 
material resources, teehnital knowledge and iiidustiial skill, are 
enough to atfonl to ever\ man of the world’s teeming | opulation 
physical comtort, adetpiate leisure, and access to evei\ thing in our 
ri(di heritage of civiliz/ation that he has the personal qualits to 
enjoy. To face the trouldt < that heset us, this ap])rehensive and 
defensive world needs n(;w alK)ve all (In* (pialities it seems for the 
monient to have ahandoned — courage and magnanimity.” 

Ixt us hojje that we shall face our own troubles with courage 
and magnanimity and that by the united efforts of the (Government 
and of public bodies, of our financial magnates and of imj)ortaut 
organisations like yours, sound policies may be inaugurated and a 
l)rogramine (>f recomstruct'on land down, which wull set India 
definitely on the ])ath of economic betterment and progress. 

1 recpiest Your Excellency to be so gotnl as to declart* Ibis 
Conference open. 
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BY 

Ills Ex(’.ELLKNCy THE RjGHT Hgn’bLE LiEUTENANT- 
C'oLONEL SiK George Frederic Stanley, 

P.C., G.C.I.E., C.M.G., 

(riVH nor of Madras 

Mk. Phksidkxt, 1/\j)jls \M) (Ikmlkmk.n, 

Heforo dt'c lining* this ('oufertMice open 1 desire to thank you. 
Sir, most siiu‘(*iely tor the very kind remarks you have heeu good 
(Miough to make about me. I take it as a great honour that 1 
should have heeii ap])ointed to the highest post in the Indian 
Mnijure, and the only regret that 1 feel is tliat it entails my leav- 
ing for some months this Vrovim e of Madras where T have had 
sueh a tuip])y time and which I have learned to love. 

It is a source ot great pride to me that I ^should be asked to 
o])en this (kmferem e but it wimhl not only be an impertimmce on 
my part, — it wouhl be slmer tolly — ^if I were to attempt to sjeak, on 
most of tiu' subjects which are to l>e discnissed to a gathering com- 
])osed, as it is, of gentlenn n w hose fame as economists goes far 
beyond the borders of their owui land. 

Perhaps, himever, as a mere layman 1 may be allowed to ]uit 
in tln» form (d' a question what has long been and atill is a puzzle 
to me. How is it that we have not yet been able to solve the 
])r(d)lei)is that are confronting the whole w^orld wken there are so 
many gentlemen who have made a lifelong study of the subject? 
(^m it he a fact that these questions are insolvable? I cannot 
believe it. Mr. Bunganadhaui in his speech has suggested that 
economists in all parts of the world differ so radically on these 
topics that in this case there is confusion and not wusdom in the 
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multitude of couuaelloivs. It may be s(i — 1 do uot know, but I lor 
one hope that this Conference will lead to the solution of at least 
some of our more pressing problems. 

1 hope you will forgive me if I also refer lo two matters to 
both of which Mr. Kunganadhan has already leferied. lie said and 
1 know it is correct that the depression from winch wo are sub'er- 
ing has hit the agricult uial population very hard. 1 know that it 
is no cons(>lation to the people ali'ected, but it is possible that good 
may come out of evil. Good will have been dom* it the agricail- 
tural population learn that they cannot rely on alv\ays getting 
high ])rices for their produce and that, while in good times they 
will naturally laise their standard of liviiig, it is wise in those 
prosperous times to lay by something to tide them over evil times 
that may come. 

Closely bound u]) with this subject is the question of market- 
ing and of cooperative societies. It is of course oi very little 
valuer if the land is made more fertile and then the agriculturist 
cannot find a market ib]* his produce. Here again it has always 
ai)peared to me that the i)rodiner in this country is too much 
incliiKHl if he has lost his market to sil with folded hands and 
demand what the Government is going to do, instead of bestirring 
himself to try and find another outlet for what he has to sell. 
Short of actually selling, tlu' Government should ami will do all 
that is possible to helj), but the ryot must learn to rely first of 
all on his own efforts. 

That brings me to the next point I wish to put before you — 
the question of cooperative societies which I am glad to see will 
be discussed. Cooperative Societies as we understand them in 
England do not exist in this Province. In England they act co- 
operatively in both buying and selling, and this is to the great 
advantage of their members. I can perhaps best illustrate what 
I mean in thivS way. Suppose there are fifty people each wanting 
on an average tw^o hundredweight of some fertiliser. That, if my 
arithmetic is correct, makes a total of five tons. If each individual 
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were himself 1o buy two hundredweight he would be buying it at 
the retail i)ri(‘es, w^hich is of course, higher than the wholesale one. 
Hut if the cooperative society were to buy five tons they would 
get it at wholesale prices and they can then retail it to their 
nu'jnhers at practic ally uhoh^sale prices. So it is with marketing 
the pimluce, that ( ooperative s( cieties, provided energetic and 
able presidents and secretaries are in charge, can help very laigely 
i?i this matter. Hut in this Presidency cooperative societies do 
nothing of the kind — their name is really a mismaner and they are 
in effect “ lending societies*’ and nothing else. I have ventured 
to s])cak to you at some length on this subject because I have had 
experience of cooperative societies and ther work in Knglaiid, 
and 1 feel that such work could be done here if these soci( ties were 
run on similar lines. And now, gentlemen, T will not detain you 
any longer. 1 wish you all success in your deliberations, and I 
hope that as a lesult, we may be able to find some .-ohiiion of those 
undoubtedly sirious econcanic* problems from which not only this 
Hrosideiicy hut the Indihn Kmpire and the world at large are suffer- 
ing so severely. 
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MEASUREMENT IN ECONOMICS 

Is Economios a Solenoe ? 

Is e(*onomics an exact science in any such sense as physics or 
chemistry!^ Is it even an exact descriptive science wSuch as botany 
or zoology in some of their branches? For all its use of business 
terras, is it even a pra(‘ti(‘al science su(‘b as engineering, or 
medicine, or agriculture? 

('an economists build bridges across the abyss of depression? 
('an we create a tougher and more elastic substance for our money? 
(.'an vve grow a new species of cotton to resist falling prices? Can 
we inoculate a nation against the disease of a feverish and unequal 
(‘irculation of its wealth? The physi<;i8t has controlled the giant 
forces of flowing water and electric power, but w^e economists are 
asked to control still greater forces — the lust for profits, the lust 
for power itself. 

The world today is like the man who spent his time inveighing 
against doctors until he fell ill, and sent for all the doctors in the 
town. When one of his friendvS protested that he had had no faith 
in doctors, he replied, “ No, and when T get w^ell 1 wnll kill them 
all, if they do not come and cure me now ! ” 

For many years the wwld has been breaking the laws of health 
and now^ it is blaming the economists for not prophesying all its 
ills, and is begging them to cure it. Doubtless the world will also 
recall the proverb, that while doctors disagree, the patient perishes ! 
The world is demanding that economists deliver results, and eco- 
nomists are much divided. But in spite of criticisms fair and 
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unfair the doctors continued to perfect their science until their 
word is law in their own field. Yet the really good doctor is the 
first 1o admit how little he knows of the human body. Ijet us see 
whether io-day in lliis conference we can make one or two steps 
toward i)erfeeting our science. At the same time, let us admit our 
failures and stop disagreeing amongst ourselves, and see whether we 
cannot command respe<*t for those things which we claim that we 
do know. 

Even economics has not been void of achievements. Two eco- 
nomic doctors, Oresme and Oresham, discovered the specific cause 
of a whole group oi »*uiTen(‘y diseases long before economists were 
heard of. (luesnay, himself a physician, and his friend Turgot, 
migfit have saved France from the revolution, but the aristocracy 
refused to swallow the bitter medicines, whicli could alone have 
vsaved them. And iJie .English ecojiomists advised the ionic of tree- 
trade, which thoxigh one may argue that it. was only .profitable for 
Great Hritain at that time, kepi the j)atient in good health for 
more than half a century. 

It would seem that' if economics is to cure the world’s ills it 
must understand the causes, it must be able to state the remedies 
in no un(*ertaiii voice, and it must be able to show that the 
expected results followed the use of the remedies, at least in some 
cases. Ill short, it must b.ecome an exa(*t vScience. 

What is Meant by an Exact Science ? 

1 . Exact descriiition or definition. 

2 . Exact measurement. 

3. Exact laws inferred either from exact measurements or 

from exact ex])eriments. 

4. The ability to foretell by means of these exact laws the 

results of future experiments or measurements. 

5. The verification and modification of these laws by testing 

their results under new conditions. 
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Experiments are not necessary to exact science. Astronomy 
is an exact science in which no experiments can ])ossibly he made. 
Man can only wait for astronomical chan fifes and measure them so 
carefully that he is able to foretell many future chaufires. So 
exact is astronomy that the time and place of eclipses can be 
predicted to wiihin a fractirm of a minute or a fraction of a mile. 
But even here there is a small margin of error. It must be noted 
that ‘ exact ’ means ‘ exact within certain limits.’ 

It is necessary to repeat this because it is so often suggested 
that economics cannot become exact because it (‘annot make ex- 
periments. Economics is exactly in the position ot astronomy in 
having to w^ait for changes and measure them when they come. 
Statistics take the place of experiments. But it must be admitted 
that the astronomer would be more in our position if some of the 
planets wem inhabited by such huge animals that they could 
influence the motion of their planet if they all got on one side of 
it at once. Even then, though they might cause it to flu(*tuate, 
they probably could not change its course greatly. Tlie astronomer 
is able to predi(*t because, though many causes are acting, very few 
(»f them are strong enough to change his results. The margin of 
error that remains is due to the causes which are unknown, or 
whose results are uncalculated. Similarly, tlie physicist is able 
to predict because in his experiments he allows only one or two 
causes to act. Professor Irving Eisher has said that if we ask the 
most learned physicist to foretell where a newspaper dropped from 
a Avindow Avill fall, he can do little better than a man who knows 
nothing of physics. If the wind is not too strong, he can j)erha])s 
set limits to the area within whicdi it will fall, or the time it will 
take to land, but the margin of error must he very wide. Ask 
him to tell how^ long his motor wu’ll last. Ask him how much rain 
will fall in July, or on any particular day in July. If his science 
is applied to the ordinary problems of life, w^e find that physics 
is not much more exact than economics. We question whether 
the laws of wages have failed, if equal wages are not paid for 
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equally hard Avork, or if one income rises high above others. Yet 
we do not tell the ])hysicist that the law of gravity has failed if 
an* air-plane rises from the ground, nor do we blame him when it 
crashes. We believe there are physical laws in spite of these 
happenings. 

In botany and zoology also experiments are made, but very 
little forecasting is done. The zcxjlogist would be astonished if he 
were asked to proi)hesy the number of books on economics which 
would l)e eaten by Avhite ants next year. The botanist cannot 
foretell how many roses a rose-bush will bear. He (‘annot tell the 
results of his ordinary experiments. The biologist makes a great 
number of breeding experiments and selects those results which 
suii his purpovse : He can experiment wiih guinea-pigs but when 
lie comes to man on whom he (‘annot experiment he lias to be 
(content with statistics. lUti the e(‘on()inist who must always make 
all his experimenis Avith man is in a A\’orse position than the 
jdiysicist AA^ould have been, it he had liad to determine the law of 
gravity by drojiping cats, (»r to gain all his knoAAdedge of trajectories 
from pole-vaulting. 

Even it Ave exclude forecasting and experimenting, by which 
i1 is fashionable to test the progress of vS(*ieuce, Ave still leaA’^e the 
tests of exact description, exac*1 measurement, and exact laws. 
We have noAv great libraries ot des(‘riptive economics. We are 
l)eginning to have in some couiiliies great masses of fairly exact 
statistics, AA'bich descend upon us like rakiugs of hay from a hay- 
loading mai hine, faster than Ave can spread them out or pitch them 
into order. But we haA^e not even begun to describe economic 
phenomena as accurately as the botanist and the zoologist have 
des<‘ril)ed the characteristi(*vs (»f orcliids or butterflies, w'hen divid- 
ing them into families and species. This decade, for the first time, 
the United States Bureau of the (census has attempted to classify 
all the (‘ounties of the country according to penmen tages of various 
crops grown or the produce of dairies or (»rchards. This has meant 
the accurate definition of various types of land utilization in terms 
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of lueusumble data. JJefore we (‘an have either experiments or 
foiwa stilly, hef(»re we can have exact laws, or even exac.t descri])- 
tioiis, it is Jie<‘essarv to have exact measiiremenis. Mere counliiij^’ 
may he eiiou^'h for descrij)! ions ot phenomena such as numbers of 
petals and stamens, but not tor determining* relationships. To 
me it ap])eai’s that exact ineasurement is tlie j^reat need of economics 
today. 

We have b(»eii iiieasiirino* with money, and it is as if we had 
l)(‘en measuriji<»* will) an elastic*, an elastic that some ojie was 
])ullina', someone who did md want us to measure a(*curaidy. Hut 
we liaA’e somehow j)ersuaded ourselves that the elastic* was a-^*ood 
measure. We have kept on lypeatina* other things heing* etpial,” 
“ other things being ecpial,” A\hen other things could not he 
ecjual. Sometimes we have even forgotten to repeat that magic 
chart)) and w^hen we have repeated it, we l)ave tcu’gotten its 
meaning. Jt is cjuite obvious that we need other measures to 
cl)eck the money measure, when that nteasure changes niore or less 
rapidly. The early econc)n)ists used grain and labour as measures. 
Eicardo was c*areful to distinguish between) money-rents and grain- 
rents. They tried to u)easure value in ternis of labour. I think 
it is absolutedy essential to get back to their practic*e. The first 
step I would advoc*ate is that we sl)ou]d look lxd)incl money. We 
sl)ould look for the gcjods and the lahour. We have he^en living 
in a money illusion. George Bernard Shaw has said that at the 
World Economic Coi)fereiic*p every nation wars trying to see how 
much paper money it could get, and how’ many goods it could 
give away. Just as the French pc)lic*e had their motto ‘‘ Look for 
the women ! ** we must he constantly telling our pupils, “ Look 
for the goodvS, look for the labour! ” 

If economics is to be of any use to the world we must answer 
every question in terms of goods and labour as woll as in terms of 
money. We must state the results of every economic (*hange in 
money, in goods, and in labour. We must measure in different 
kinds of goods, in food-grains, in metals, in agricultural products, 
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and in iion-ag^rioiiltiiral produces. We must measure in labour- 
time and in labour-power. To a certain extent we liave done this. 
We have spoken of money waj>es and real waj^fes. We have divided 
the index number of w^a^es by the index number of prices to 
determine an index of real wa^es. We have spoken of output-per- 
capita and onti)ut-per-hour and wa^es-per-hour. Professor 
Pisher has emphasised the relation between interest in money and 
interest in goods when prices (*hange. Hut we need to do this 
continnously, and to state the results of every problem in terms of 
goods and in terms of labour. When prices were fairly steady we 
were lulled into forgetfulness, and now that they are rocking and 
swaying we are all at sea ! Take value for example. We say that 
value tends to be equal to tlie cost of production. Hut how do we 
measure this cost of production? Tn money? The prices in two 
countries may he very different. Jn goods then? In what goods? 
In goods used hy the labourers? The same goods may be earned 
by the labourer in one country with many more hours of work. 
Then the real wages per hour will he higher in the country with 
shoj’ter hours. If prices are also lower in that country then it is 
pint possible that money wages per hour may be the same in both 
countries. Hut e(jua] hours may not mean equal work. If the 
lal)ourers work harder in tlie (‘ountry with »shorter hours and lower 
])rices, it is possible, though not likely, that equal goods received 
or ecpial real wages may measure equal energy spent. And if we 
also assume that the same expenditure of energy results in the 
same production in the two places, then the two costs of production 
will be the same in terms of energy and in terms of other goods 
whi<‘h (Uin be exchanged for those produced ; but the costs of produc- 
tion will not be the same in terms of labour-hours nor in terms of 
money. The money <()st and the time (H)st will be greater in the 
<‘ountry with longer hours and higher prices. The problem is, of 
course, far from being solved. We have yet to determine what 
would happen if the two countries were to trade with one another. 
Would the more efficient country find its prices rising and its hours 
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of labour increasing, and would wages increase more or less than 
hours of work, more or less than prices? Would the less efficient 
country decrease its money wages and its prices in proportion in 
order to meet the competition, (vr would unemployment reduce 
hours and wages, so that real wages were lowered? It is possible 
that the capitalists of both countries may profit, while tlie labourers 
of both suffer. And this is only one of many basic assumptions 
wffiich might have been nmde ! 

Moreover, w^e have not considered the value of leisure in the 
country with the shorter hours. The leisure hours are a great part 
ol tlie labourer’s real W’ages. We can remove some of tlie reproach 
that w e do not measure human w' el tare, if we measure the value 
of leisure. In terms of money this must be priced at the wage per 
hour for the woiking hours. This w^ould mean that the real wage 
in terms of money would lie measured by all a man’s waking hours 
multiplied by his wage-per-hour. The only difficulty with this 
measure would be in cases of enforced idleness, or enforced 
overwork. 

Measurement in terms of goods is especially necessary wffien 
the relative value of two currencies is changing. 

('Onaider the question of our trade with Japan, wffien Japan 
had rediK^ed the value of the yen. It was then possible for Japan 
to reduce the price of cotton cloth in India in terms ot rupees. 
If Japan reduced the jirice of cloth by one-third, possibly she might 
be able to double the sale of that grade of cloth. In that case 
Japan would get per cent more money from India than before, 
while India would get 100 per cent more cloth from Japan. But 
w’hatever the exact figures Japan could not get more rupees from 
India than before unless India bought cloth which had increased 
by more than the fall in price. On the other hand, if our tarifi: had 
not been increased, Japan would almost certainly have continued 
to buy raw cotton in India since India’s cotton is of the grade 
required to manufacture the cloth she sells to India. J apan would 
have had to buy more cotton from India probably at a higher 
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price. Therefore, the money which Japan paid to India would 
increase more tlum the raw cotton which India sold to Japan. If 
the* raw ( otton and the cotton poods be both measured at any fixed 
pri(‘es between the two sets of prices, then India has pained in 
goods and in money. On the other hand, if a number of Indian 
mills have become idle and the labourers unemployed, or their 
wages greatly reduced, it is evident that the value of Indian labour 
1ms been reduced and it is possible that this loss is greater than 
the gain. The problem cannot be solved completely without 
knowing the exa('t value of all the ratios between goods and labour 
and rupees and the yen. It is also necessjiry to know whether 
real wages have been reduced in Jai)an and to consider the long 
period reactions. Has Japaii juade a present to India at the 
expense of her labourers? If so, can she continue to do so? Are 
her lalyonrers more efficient than those of India? And if so, how 
cun Indian industries best he forced or stimulated to increase their 
efficiency? It is evideiii that the answ’ers to all these questions 
depend upon measuring in goods and in labour. 

In all the above examples, w’e w’^ere dealing with only one or 
two kinds of goods, w’hereas in most practical problems it is 
necessary to deal with many kinds of goods. It is evident that we 
cannot get very fur unless we can stabilize our currencies, so that 
luone^ wull actually measure either ^oods or labour. Since money 
cannot measure all kinds of goods and all goods are made by labour, 
it might seem more reasonable to let money measure a fixed 
quantity of labour. There are Aarious kinds of labour but it might 
be possible to make a rupee equal a certain number ot hours of the 
most unskilled labour, such as the labour of coolies or sweepers or 
wood-cutters. Then the wages of every other kind of labour would 
perhaps measure how^ far it has risen in the scale of efficiency. But 
Ave should still have the ditticulty of paying debts fixed in money 
in terms of goods, which means paying two or three times the 
quantity of goods in order 1o pay off the same money, for it seems 
impossible to fix debts in terms of labour. It is, therefore, better 
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to stabilize money, if possible, in terms of goods. Gold has failed 
entirely as a standard of value. It has be(*onie too small a part 
of the wealth of the world, and is too easily liojirded. It is there- 
fore such a narrow base that prices cannot maintain their 
equilibrium upon it. The ideal would appear to be a tabular 
standard in whi(di the metallic excdiange value of paper money 
would be varied in accordance with an index number of prices. 
The difficulty is to find an ideal index number, since different 
prices are more important to different parts of the country. When 
this Association \^'as first started there was a proposal to make a 
geographical index ji urn her for different i)laces in India. For 
example, wheat is more impoitant in the Punjab, rice in Bengal, 
jawar in Bombay. But it is possible that the average price of all 
the food-grains remains much the same in different provirn^es, 
especially if weighted according to the quantities consumed. Food 
is dearer in the (dties but manufactured articles may' be cheaper 
there. Here too, it is just possible that changes in one price 
balan(‘e changes in another. This is a problem which urgently 
needs to be investigated. The difficulty with the index number 
is that the changes must be made by some official and there will 
always be suspicion that the Government is manipulating the value 
of money. Businessmen wish to know’ exa(*tly what money means 
in terms of concrete goods, so that they can make at least an effort 
at forecasting prices and costs. 

A better proposal from the practical point of view' is that of 
Mr. Clark Warburton wdio was formerly an editor of the Journal 
of our Association. Tliis is thaf the unit of money should ahvays 
be equivalent to a certain number of pounds of wdmat plus a fixed 
number of pounds of cotton plus a fixed number of pounds of iron, 
and so on, for at least ten or twenty of the staple raw materials. 
This plan should have the very great advantage of stabilizing the 
prices which show the greatest firnduations, and should therefore 
stabilize all other prices which ordinarilj’^ fluctuate within smaller 
limits ; but of the latter result we cannot be quite sure. The Qovern- 
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ment of the United States had an unusual opportunity to introduce 
such a system when the Federal Farm Board had purchased 
enormous quantities of wheat and cotton under President Hoover; 
and it is even possible that such a change might have saved him 
the presidency, though it is more probable that he would have been 
turned out for making the change, for the people would never have 
known from what deep pit he had saved them. The difficulty with 
the plan is that there are many grades of wheat and cotton ! If 
one particular grade is specified it may sometimes be unusually 
scarce or plentiful. This difficulty could be got over by fixing a 
ratio between several of the medium grades, though these fixed 
ratios might cause some of the difficulties of bimetallism on a small 
scale. It is, of course, only the ratios between a few grades of 
the same (‘ommodities that would be fixed. The ratio between 
wheat pri(‘es and cotton prices would not be fixed at all, but only 
the quantities which in combination would be exchanged for the 
unit of currency, either paper or a token coin. 

But since it is difficult to persuade people to take more than 
one step at a time and the above plan does involve certain 
administrative difficulties, it appears to me, that it is more practic- 
able at present to advocate what may be (*alled a symmetallic 
bullion standard. This is similar to Mr. Warburton^s plan except 
that a small number of metals are substituted for the longer list 
of raw materials. The unit of currency, either paper or token 
coin like the rupee, would be exchangeable for a fixed number of 
grains of gold plus a fixed number of grains of silver plus a fixed 
number or ounces of copper plus a fixed number of pounds of iron, 
and possibly other metals. It should be easy hjre in India, where 
we have already been exchanging the rupee for a fixed quantity 
of gold bullion, to say, that we w'ould now exchange it for a smaller 
quantity of gold bullion plus a small quantity of silver bullion 
plus fixed quantities of other metals. It would not be difficult to 
establish statistically the particular combination of any given set 
of metals which wcmW have kept prices most nearly stable in the 
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past, whether stability is interpreted as reducing to a minimum 
either the absolute or the relative deviations, or the squares of 
these deviations. If we find that a particular combination of 
quantities of a (‘ertain set of metals would have kept prices nearly 
stable ill a number of different countries and also in different 
periods, the argument for that particular (combination of metals 
would be very strong. It would, of ('ourse, be necessary to make 
some allowance for the possible money demand for these metals 
and the fall in the money demand for gold. But if governments 
and banks continued to keep reserves largely in gold, as they 
could do by (*alcula1ing Ihe value of the (combination of metals 
periodically in terms of gold, the (diange in the demand for the 
various metals would be comparatively small. If no combination 
of metals proves to have outstanding value, then I would suggest 
that the quantity of ea(*h metal used be roughly in proportion to 
the (piantity which is annually produced. It cannot be emphasised 
too strongly that this system is free from all the difficulties of 
bimetallism, and that it works automatically and is not dependent 
upon the arbitrary de(ci8i(m of any official, so that it is easy for 
hanks and dealers to make the necessary cahmlations and torecasts. 
It is true that it would not smooth out all the fluctuations of prices 
and might even cause some new wTinkles of its own. but it would 
make impossible any such wdiolesale slaughter of debtors, as 
o(ourred in re(cent years. I do not think there is any need to wait 
for international (‘(^operation in the adoption of su(*h a scheme, but 
I would point out that the present, when many great nations have 
abandoned the gold standard, is an unparalleled opportunity for 
the introduction of a better standard. It is also a great opportunity 
to stabilize the dollar-pound ratio at five dollars to one pound, 
instead of an awhward ratio like 4*86 and a fraction, as Jevons 
advised more than sixty years ago, when the dollar was off gold 
after the American Civil War. As for the rupee sterling ratio, 
I have not quite been able to understand why there is so much 
agitation just now to reduce it to 1 sh. 4d. in British paper, when 
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\i J8 already around 1 sh. in f^'old. The 1 sli. 6d. ratio has now 
been sancdified by about nine years* usage, whereas the 1 sh. 4d. 
raiio had been sanctified by sixteen or seventeen years of use. But 
if it is now necessary to inflate the rupee still further in order 
to save the Indian cultivators from their creditors, a change of 
only 2d. sterling or l*4d. gold will hardly be sufficient. If the 
Indian fanner is hit, so is the British. 1 think it would be far 
I’.etter to agitate for the stabilization of both the rupee and the- 
pound on a syninietallic stajulard at such a level as to raise prices 
as much as necessary to relieve the burden of debts. 

Even the physicist has trouble with expanding and contracting 
measures. For many of liis experiments, he needs a room with 
absolutely constant temperature. He has even invented a machine 
to bring the temperature of a loom bac k to the level he desires 
whenever it starts to fluctuate. Such a machine we too must build 
with our index numbers and our multiple correlation, whether it 
be symmetallism or a tabular standard based on raw materials. 

Rut no matter how mu<h the money measure may be perfected, 
we shall still jieed other measures. Other sciences have not l)een 
content with one kind of measure, nor have they secured perfection 
in a day. Think of the long development from the hour-glass to 
the modern machines which measure thousandths of seconds! Think 
cd‘ the thermometers, barometers, speedometers, galvanometers, 
measures of ele(*iricity , of steau) pressure, of the efficiency of 
engines, — of the bewildering array of units of measurement, such 
as foot-])ounds, horse-power, candle-power, watts, amperes, kilowatt- 
hours, (msecs, and many others. We, too, must he measuring the 
efficiency of the human engine in turning fuel into work, and the 
mail-power generated, and the electrical energy used up in mental 
work. We are already using their (‘hronometers in timing human 
fatigue, though perhaps the scientific, management expert would 
scorn to be called an economist! 

Medicine, too, which deals with man, is inventing new 
measures. It began long ago with temperature, when it discovered 
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that the whole raii^e of life aiul deatli lay within ieii narrow 
degrees from 95 to 105. It also measured pulse and respiration, 
but these weie not enou^^h. It has f^one on to ova counts, to blood- 
cell counts, and to basics metabolism. By measuring- the heat in 
the breath, it has discovered that some people burn faster than 
others. And whai is this but the rate of consumption? Ts it not 
already one measurement of the efficiency of the human enp^ine? 
We are heirs to all the measurements of all the sciences! We shall 
use them all, and we shall yet discover the true foundations of 
things which perplex us vsorely now. Just as medicine discovered 
that the ran^e of life lay between 95 and 105 deo’rees, perhaps, 
when we have jierfected our measuremenis, we may learn the limits 
of economic life. We shall know' the limits of price fluctuation 
within Avhich small banks and small farmers may live and thrive, 
and <he limits of minimum wa^e and maximum income beyond 
which individual hopes and individual liberty must perish! 

Biologists, too, Jiave used many measurements such as the 
cephalic index and nasal index of anthropology, the birth-rates, 
marriage- rates, and survival rates of vital statistics, and all the 
statistical coefficients of biometry, but they do not claim to have 
solved (jompletely the problem of evolution. 

Economics likewise has never stood still. It long ago began 
to use vital statistics. It soon began to adopt the statistical 
methods of biometry. It began wuth the fundamental measures 
of quality, time, distance, and labour, which are exactly the 
fundamental measures of physics, — mass, time, spa(*e, and energy ! 
But because we economists did not know physics, even of the most 
elementary sort, we have gone astray. We failed when we tried to 
(*oml)ine these elements. W^e identified labour with time. We 
did not know’ that work is of the same dimensions as energy, that 
energy is both potential and kinetic, that raising a building and 
the storing of foodgrains and the training of students are all 
storing up potential energy. We used the word efficiency, but we 
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did not know that it was of tke same dimensions as power, and 
that it was equal to work per time. We frequently forgot that 
wherj we spoke of quantity we meant quantity per time, or rate 
of production. We pass from quantity on hand in the market, to 
(luantity in existence, to quantity in process of production, aild so 
h) quantity which can he produced during a jieriod of time. We 
forget that demand and sui)ply are praciically always demand per 
unit of time and supply per unit of time. We started to speak 
of distance from ihe market, but we soon turned it into proximity, 
and then forgot about it altogether, except when we dealt with 
local discrimination. We started with the market in a central 
city and then extended it to (‘over a whole region (or the world!). 
We said that prices tended to equality in this whole region, and 
added in a soft voice that this perfection was prevented by costs of 
transportation. We admitted, after Von Thtineii, that rents could 
he (*aused entirely hy costs of transportation. And then we forgot 
all alxmt these costs (even in international trade !). The specialists 
did not forget. They developed wdiole courses on the economics 
of transport. But we did not allow these to influence our theory. 
It is only just now that Miss rloaii Kobinsou and others have begun 
to work on the theory of imperfe(‘.t competition. We had to wait 
for the practical mind of woman to make our dreaming realistic. 
But perhaps we were not so much to blame. We were facing a 
problem in the relativity of time and spa(‘.e and the transformation 
of matter, which even iihysic-s has only now begun to perceive 
(dearly. 

When we came to problems of acceleration we were in still 
greater difficulty. We failed to distinguish between production 
and consumption at a uniform rate and at changing rates. Or, if 
we made that distinction, we often forgot to say whether the 
change in rate was a deviation from a uniform average rate to which 
we would be sure to return, or whether there was a gradual 
permanent speeding up or a gradual slowing down. Or if we 
remembered to say which, we were apt to forget which we said ! 
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Surely it is essential to distinguish between several underlying 
situations before we discuss a problem in detail. 

1. First, we have the hypothetical stationary vstate where 
birth-rates and death-raies, consumption, production, and 
stocks held over, wealth, population and fertility of land are 
c*on8tant, and all things move at a uniform rate. 

2. Second, we have the equally hypothetical case where 
all the fluctuations are foreknown and foreseen. For example, 
there might be an annual seasonal change which was absolutely 
regular, but there might also be a regular cycle of three and 
a half years, so that every change would repeat itself just once 
in seven years. In this case we should have speculative trade 
between country and country, and storing from year U) year, 
but all so accmrately calculated, fliat there could be no 
unforeseen profits or losses. 

3. Third, we come to the case w^here the fluctuations are 
unforeseen and tlierefore the calculations cannot l>e ac(uirate, 
but we suppose that the average wealth and population and the 
averages of all the other phenomena remain the same if taken 
over a long period. There would now be \in foreseen profits 
and losses, but they would cancel each other in the long run. 
In all these three cases there have been no improvemejits or 
inventions and no decay. 

4. In the fourth case we suppose that new ideas operate 
to increase wealth. The cost of production decreases in terms 
of lahour-time, and the changes in the other phenomena may 
be examined under various assurapfions (concerning the 
reactions on population and leisure-time. It is probable that 
profits exceed losses and that i)opulation increases, though not 
in proportion to wealth or leisure or education. 

6, Fifth, there is the case of decay, where wealth 
decreases, old arts are lost, and probably population and 
culture decrease, though not so rapidly as w’ealth. This is a 
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])088ibility whic^h ha8 been all too little investigated, and whose 

results must vary with the (causes of decay. 

The first and second cases are entirely imaginary, but are 
essential as points of departure, just as a knowledge of hydrostatics 
is an excellent foundation for hydrodynamics. 

Still other measures must be introduced if we are to make 
economics a dynamic science. Already a number have been put 
into use, such as the ratio of agricultural to non-agricultiiral pri(*es, 
and the ratio of the produc tion of other commodities to the produc- 
tion of gold. Professor Fisher has introduced the ‘ Wautab,* 
which is equivalent to the marginal utility of a unit of money, as 
the unit of wantability or desirability. Many tentative laws have 
been suggested by statisti(*s. It lias been found that the trade of 
any town with the neighl>ouriiig cities varies directly as their 
populations and inversely as the scjuare of their distances which 
is strongly reminiscent of the physical law of attraction. It is also 
suggested that land value going out from a centre of population 
varies directly as the density of the population and inversely as 
the square of the cost of transportation from the ('entre. Actual 
statistics seem to show that over a long period total wealth has 
increased almost as the square of the population, that is, Avealth 
per capita has increased as fast as population. This dynamic law 
is very different from that of Malthus,- yet it is not necessarily 
inconsistent with Malthus’ fundamental idea, which might still* 
hold true in the stationary cases. We liave said that the exact 
mathematical formulation of Malthiis’ law was the least valuable 
part of his Avork. We have ridiculed Von Thtinen because he 
Avished an algebraic formula engraved on his tombstone. This is 
because we have had no conception <)f the scientific approach to an 
exact law by means of successiA^e hypotheses and successive approxi- 
mations, The law of Maltluis Avas a first approximation. We 
haA’'e modified it to read that in any given state of industrial 
knowledge there is an optimum population, for which the income 
per capita is a maximum. If the population is greater than this, 
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the income per capita \^iU cliiuiuisli, as Maltbus said, because of 
tlie pressure of diminishing* returns. Bui if the population is less 
than the optimum, the income per capita will then also be less for 
full advantage has not then beeji taken of all the possibilities ot 
increasing returns. Whenever there is any new invention which 
reduces the real costs, it becomes possible to increase the optimum 
population. 

The iron law^ of wages and the law of the wages fund w^ere 
both ap])roximations. We now think that instead of all wages 
tending toward the minimum for existence the wages of any group 
tend towuird the (*ost of maintaining an equal number of equally 
efficient laboui'ers in that gioup. But there is now no limit to the 
possible increase in wages, for tJiere is no limit to the increase in 
eflicieiicy. 'Whenever there is an invention, as rapidly as the gain 
accrues to the labourers, it is divided between the standard of 
living and the increase ot population. If the cost ot maintenance 
is fhe level about which wages fluctuate under the stationary 
assumption, they must be above or below* this level when conditions 
are changing, and can hardly go al>ove or below the selling value 
of the goods, so it may be that Von Thunen was not so far wrong 
after all, but gave a first approximation to a law of wages under 
dynamic conditions. 

We may not like these exact formulations, but like it or not, 
ihey are sure to (*ome. Jf we do not cure the patient there are 
a host of other practitioners rushing in to occupy our territory. 
Tlie geographer, the psychologist, the ecologist, the engineer, the 
business expert, the mathematician, the statistician, and the 
dietician without any knowledge of economic theory, are formulat- 
ing lawrs. We must test these laws and use them and welcome 
them if they are right; we must modify them, try to discover the 
truth toward which they were groping, if they are wrong. 

Possibly the greatest of all the difficulties that confront us 
today is the seemingly hopeless division of opinion amongst eco- 
nomists themselves. To some recent writers it appears that there 
F. 21 
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are five or six different schools of thought which are utterly 
irreroiicilahle. If is for this reason that the word of economists is 
not listened 1o with respect, and the world stumbles on in its old 
prejudices without even sucli help as we are ready to give it. Some 
econoinisis are saying that debtor countries cannot pay unless they 
have a surplus of exports. Professor Chiiuian points out that if 
tlu‘y did j)ay they would have a surplus of exports. The nation 
uhich owes is not ready to suffer the deprivation in goods and in 
leisure. Tlie luntion which slnuild receive the money is not. willing 
to disfrib\ite it in wages which would permit the goods to be 
bought. 

We find some economists saying that we must use only 
pri(‘es, we must stop talking of (*ost and utility, and only consider 
the inteiTclations of pri(*es. We must slop usiiig utility for which 
we have no objective measur(‘, and everything which smacks of 
utility, and use only tliose things for which we have a concrete 
measure. So tljey will measure everything in prices, and go on 
studying the relations between prices, and the relations l)etween 
the wriggliiigs of prices, prices which are wriggling like worms, 
as if the zoologists had been content to study the outsides of worms 
and had never used the microtome or microscope. On the other 
hand, we find economists who tell Us that prices can measure 
nothing. They measure neither utility,* nor love, nor character, 
nor anything worth measuring. Tlierefore we should stop using 
pri(‘es, which in practice seems to mean that we should stop 
measuring auytliing and deal in vague bilt beautiful words, if it 
is only by prices that we can compare the value of labour and 
apples and education. They feel that to measure in economics is 
as bad as to measure the value ot a painting by taking the square 
inches of canvas. They would have economics abandon the hope 
of becoming an exact science. They would make economics forever 
an appreciative art, full of all the beautiful but unpractical jargon 
of art. 

The utility concept has been one pf the most fruitful ever 
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introduced inlo economics, truitful botli of exact thinking and of 
an impossibility of exact thinking. For we have insisted that 
utility was purely individual, a thing in each man's mind, the 
utility of one man no more commensurable with ihai of another, 
than the happiness of the o]»timist is with the joy of the pessimist 
in making others sad. Eacli man could maximize his own utility, 
but we had no knowledge by which we could maximize the total 
utilities of all. Even tJu» mathematical economists are divided 
between those who begin with prices and those who begin with 
utility. 

Is there any possibility of reconciling these two schools?* 
Surely pri(*es mejisure something; surely there is somelhing under 
the clothing of prices which is the real throbbing life of society. 
Surely economic* life* is not to be separated from all that is 
great and good in the lest of life. Measurement is not all of art, 
but even the artist measures, and measures <*arefully, too. Those 
who want an exac t sc'ienc'c demand that every phenomenon should 
be defined in such a way that it (*an be objectively measured. Only 
so can cdianges in that jdienomenon be related to changes in others 
by an exac*t law. Is it })ossible to satisfy them!^ Is it possible to 
measure satisfac-tion? If price measures the satisfaction of the 
buyer, does it also measure the labour of the producer ? Is it 
possible to measure the exhaustion of ho])eless toil, the nervous 
strain of feuri'' And yet if we do not, all our sc*ienc:e of prices will 
cmly give us a science of profit-making! AVhat is value Is it 
not at least of the same dimensions as work? And is not work 
energy? Is not labour energy flowdng into a commodity? Is not 
the c*.ommodity only a store of energy? Is not satisfaction energy 
flowing out of the commodity into the man? Perhaps we may yet 
use the basic metabolism of the physicians as one (objective measure. 
If value is energy then we should be able to measure it in foot- 
pounds, as well as in units of heat or electrical energy. Who 
knows? Perhaps we may. A pound of silk is worth much more 
tjran a pound of cotton, but think how many more feet it h^s 
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travelled, tlie raw silk in tlie winding' and unwinding of the cocoon, 
the finished cloth in the far greater number of finer threads per inch 
that must travel by bob])iii and sliuttle for miles before the cloth 

is complete. If we measure things pound for pound, the value 

of human flesh should be most of all. For years I have been saying 
that the true wealth of a nation was neither in its gold, nor in its 

e^changeable goods, l)ut in the bodies and brains and characters 

oi' all its men and women. I have said that if we estimated the 
money value of a man, just as a machine, forgetting all that in 
which a man is l)etter than a machine, remembering those things 
in which he is worse than a machine, still we should find that the 
])eople were worth more than all the wealth. . Yet it never occurred 
to me before to measure men pound for jiound against the most 
valuable kinds of goods. Using Dublin and Lotka’s estimates in 
their book The Money V nive of a Man, T find that at Lis maximum 
a professoi* is W'orth his w’eight in gold almost exactly. Diit his 
baby is w’ortb three times its weight in gold. Even the labourer is 
worth many times bis weight in silver and the labourer's baby is 
wortli its weight in gold ! If the average value per ounce of a 
human body is equal to that of silver or gold, the value of the 
heart must be greater than an equal weight of imbies, and the 
value of the brain must he greater than that of radium! 

Ft is significant that tlie baby is worth more per pound than 
the man. With more eijiial education he would he worth still 
more. Some years ago the messenger of a hank was robbed in 
Allahabad. The judge iiujuired liow^ much he had been carrying 
and was told that be frecpiently carried lakhs of rupees. On that 
day fortunately the sum was smaller. The judge then asked what 
he was paid. The chaprasi rc]died, Fourteen rupees a month! 
The judge then turned imlignantly to the manager of the bank and 
said, ‘‘What! you have a man you can trust unguarded with 
lakhs of rupees and you pay him only fourteen rupees ! Certainly, 
the sum of fourteen rupees did not measure the character of that 
man. But possibly the judge was wrung! Possibly a higher 
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staiAdard of have rorrupled the man. His work did 

not require more enerny or edneation. But if it was not best for 
ihe hank to pay him dire<*ily, the hank should have guaranteed his 
old ag^e, and the eduealion of his ehildren. Nothiiio* (’ould have 
paid liiin so well as to see the value of his children raised. If 
prices do not measure charac ter, still less do they measure love. 
And what shall we say of the lnif>:e wa^es of captains of industry?' 
Ho they measure the po^^er he wuelds, for »‘ood or for ill? The 
love of power is stronj»er than the love of money. Even the child 
will «‘ive away a (‘oin, hut not his kiddie-cart or his tri(*ycle ! 
For these ^‘ive him a sense of power. Why do men desire to 
drive fast cars and fast air-plam^s, even sacrificing* their lives in 
Ihe desire for g*reater speed? Is it not hecamse their hi^-hest 
satisfaction is found not only in spending* their ovn mai»*nificent 
powers, hut in controlling* and ouidinf»* the flow of the j>reatesi 
j)ossil)le ener^’V? Tliink of the countless expenditure of parents in 
little loving* cares and worries. (Miildren are a lot of trouble hut 
they are worth it a thousand times over. Is it not partly because 
of the sense of ])ower, the sense of creatinf>* something* finer and 
more valuable than anything* else in the world? Ts not the love 
just measured by the care and the toil put into it? Is it not 
possible that when we have measured all the energy that goes into 
love and the pursuit of ]K)wer and is expressed in <*haracter and 
creative art, we may find that the values meji set on these things 
were not so far from the truth? If we find that sometimes energy 
is misapplied in vast advertising, in senseless exhibitions of power, 
in reaping the fruits which others have sown, we need not be 
surprised. Even a child with the slightest expenditure of energy 
may topple over a beautiful vase, causing it to smash to pieces, and 
to lose at once all the potential energy it had acquired. We do not 
therefore say the laws of physics were broken. Rather w^e consider 
it a proof of those very laws. It was by its own potential energy 
that the vase was broken, not by the energy of the child. Then 
why should we consider it e- breach of the economic laws that the 
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value of iLe va«e goiie!^ This value was also a store of labour. 
And possil)ly the child may even be taught for the first time in its 
life to ai)i)reciate beauty and the value of labour. It will also be 
ne(*essary to punisli the bigger children who break vases in order 
to prove tlieir power, especially those who break men ! 

The most marvellous increase of Avealth is in the training of 
children. We should lake away from thovse who break men, and 
give to lliose uho make men ! The child who was worth his weight 
in silver (‘an be made into a man who is worth his weight in gold, 
by training and education! This is the real ahhemy! If the 
alchemist had only known, he (‘oiild have created permanent gold, 
instead of wasting his time trying to create a gold which would 
imniediat(dy have lost its value, had he succeeded ! 

As Ostwald has suggested there are higher kinds of energy 
uliich may defy our measurennmis. It tnay be that tlic human 
body is always storing up more (uiergy than it (‘an ever give aAvay. 
Even if we redu(*e everytliiug to physical energy, we do not there- 
fore destroy the possibility that joy is greater than pain. We are 
sloring ejiergy for imnmrtality, and though the vase lie broken, 
the labour that ^^('nt into it may still live on, and mould the spirit 
of th(^ child Avlio broke it! 
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DIKCUSSIOT^ ON JMJPULATION 

Tuor. K. P. MvDiivvA ol M.\.sore ]H)intptl out that the relative 
()\er-poi)ulati<jii is due to uiider-prodiiclioii, drain and maldistiibii- 
tion. Maldisli ihution oi hoarding*, its sinister Inolher, is really 
due to the dLsjiarity ladueen iiroducing and consiiniiiig. So a 
Ixdter distribution shonlvl be secured and hoarding jireventQd. 

Mr. 1). N. lh\NKiMKi«. (d ])aeea said that at present no alarmist 
vi(‘\v ot Jndian over-])o])ulatioii need lie taken. According to him 
moie altention should lie paid to eionomic development tlian to 
imiisUMvs (d restriction of i)o])ulation like birth control. He sub- 
stantiated bis statements \\itli leterence to Hengal by showing that 
Jlengal can sii]>])ort twice the jiresont iiopulation, it only its agri- 
culture and industry are improved. 

Mil. S. V. Iyku ot Dacca pointed out that the j)resent standard 
ot living is very low and that the necessity for raising the same 
at th(‘ earliesst oppi.rtunity is a very pressing one. lie was tor 
the establishment ot clini(*s for the adoption ot scientific Birth- 
Control which would go some way, if not a very great way, in the 
reduction of unwanted cliildren. Birth Control dot's not at all mean 
sterilisation of the fit. 

Piioi\ C. N. Vakil of Bombay viewing the problem from the 
jiraclieal point ot view^ said tliat there w^as a widening gulf betw’een 
the means ot subsistence and the grow’th of jmpulation. The 
w'idening of this gulf has been going on for the last seven or eight 
decades. In spite of all efforts to increase the e(*anomic progress 
of our country, the fact remains that the gulf has not yet been 
bridged. The Shastraie injunctions also have been partly respon- 
sible for some increase in population. He would suggest, there- 
fore, a happy combinatiim of the tw’o remedies of (1) the increase 
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of production and (2) the restriction of numbers, which is 
essential if an early bridging of the gulf between increase of popu- 
lation and food supply is desired. There was no opposition between 
these remedies, which were supplementary, though he had doubts 
as to how far the latter would be effective. 

PaoF. V. t>. Kalk (Poona) — The population problem cannot 
be strictly regarded as economic t>ut must be viewed from the 
political, ethical and social points of view. Sociologists and Jico- 
nomists should pay heed to the consequences before they begin to 
put into practice borrowed ideas from the West, such as birth- 
control. If only one-hundredth of the energy that is spent in 
propagating the benefits of birth-control to the masses is expended 
in giving education to the masses, we should have better results. 

Dm. P. J. Thomas (Ma<lras) — So far as we are able to infer 
from statistic's, say evcrc foj* the last thirty or fifty years, popula- 
tion has not outrun the su})pl> ot food stuffs. The poverty of 
India is certainly less to-day than it w\as fifty years ago. To a 
certain extent maldisiribution is responsible for there not being 
a corresponding increase iu the income of the masses, with the 
increase in the total wealth of the country. Increase in produc- 
tion — agricultural and industrial — emigration and the following of 
the Prahmacharya Asram may he regarded as the possible remedies, 
At present there is no necessity to cut down numbers by injurious 
methods like birth-control. 

I>R. V. S. Ham ot Lucknow, Mr. Kamamurti, Miss Ouwerkerk 
ot Trivandrum, Prof. C. S. Srinivasacharya of Annamalai partici- 
pated in the discussion. 

The Pkesidknt (Prof. C. D. Thompson, Allahabad) — If we 
c‘,an improve production in the villages it is probable that the stand- 
ard of life wdll increase faster than population. It is therefore im- 
portant to educate the people of the villages ; as all improvements in 
production in the villages seem to depend upon education. There- 
fore I w'ould solve the unemployment problem amongst the educat- 
ed by sending them fo educate the people of the villages. If we 
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can take education to the ina>iftes of the people so as to increaae 
production and the standard of living*, the i)opulation i)roblem will 
take care of itself. For us ihe ju*oblein is Econo'inie. 


DISCUSSION ON (H)-()PKRATION 

Fkof. I). N. Pankrjkk (Dacca) pointed out that moral indeb- 
tedness is not exactly clue to uneconomic holdings but clue lc> 
litigation, ancestral debt and ceieinouial expenses. He stressed 
the importance of education of the masses in the uplift of the 
agricidturists. He akso pointed cmt that recourse should be had to 
legislative enactments, as in Hen gal, in the matter of the 
I'ostriction of the high rates of irltere^st charged. 

l^noF. Kauvk (Poona) c>ppose(l Mr. Pantulu^s view that the 
cooperative movement should he based' on business principles. Mr. 
Ramdas, he said, opines that per.sonal credit and landed security 
should be the basis of loans to membc^rs. Hut sometimes personal 
credit is very high where concrete c redit is very low. In this sense 
the village moneylender is now more competent to look after really 
good men who have no security to offer. 

Secondly, fluctuations in jtrices have been affecting the credit 
situation. They have reduced the credit worthiness of the iinal 
indebted population. In general it may be said that, patience 
marks the moneylender more than the cooperative societies. No- 
thing has done more to complicate the problem of rural c redit than 
the inelasticity of the prevsent land revenue system especially in 
ryotwari areas during times of deprcvssioii. 

Peof. Kambar of Haroda said that there cannot be any hc;8ti- 
lity between the policy of the Joint Stock Banks and that of the 
Central Ooopera.tive Hanks, if the latter do not deal in savings and 
current accounts. I also differ from Prof. Thomas. The village 
panchayat may be a powerful agency in the matter of the carrying 
Un of the educational propaganda with regard to the cutting 
F, 22 
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^ovt of unproductive social expenditure if better living societieil 
are started. 

' The Kegistrars of Cooperative Societies should try to supersede 
and control rather than completely cancel societies in bad condition. 

We ai'o all suliering from a paucity of welWraiued ofhceis. 
A Cof>perative College for India, qualifying people for cooperative 
business would be the way out of the difficulty. 

Pkof. V. G*. Kale (Poona) said that the mistakes committed 
in the past have taught us a good lesson and hence the public 
may be more fit to be benefited by cooperative societies in the 
future. 

Cooperative Societies are light in enforcing certain conditions 
before granting leans. Non-observance of the conditions led to 
many failures in the past. Intensive cooperative education would 
do much. The moneylendetr plays the cat-and-mouse game. We 
must copy him to sonic extent. In Bombay every effort is made 
before liquidation. One man is appointed and given complete 
control. Liquidation is^ the lost resort. Cooperation cannot solve 
all problems connected >ath rural population. A profession of this 
nature led to undesirable results in the past in the case of many 
societies. So past blunders ahouid be carefully avoided and the 
movement re-built on a new basis. 

Mu. B. L. Punjabi, liegistrar of (Cooperative Societies, 
Bombay — Before criticising cooperation as a failure, one should 
ask the question, “ What is the alternative?’^ Cooperation bet- 
ween officials and non-officials will do much, Bombay has en** 
couraged non-officials to take ns large a part as possible. Cooper- 
ative education is essential. Cboperation is a training to develop 
moral qualities, such as, mutual help, thrift and self-help. 
Societies must be first registered, then educated later. 

Mn. Bvan, By* B^strar of Cooperative Societies, Madras— 
All that cooperation can do for rural debt is to convert the un*« 
productive piart of the d^t into productive debt, by lending strictly 
for productive pntpm$^ I agree with Prof- Kale that ocs^rative 
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credit Hhould be a controlled credit. We innst try to lend in kind 
and collect \n kind. In Arcot we are giving loans in four instal- 
ments, when the Inspector ee^rtifies that the loans are being applied 
m specified. Old debts are being wiped out in twenty years and 
replaced by productive d^d)ts. 

MlissKS. V. T. Akasit (M.L.C., Madras), C. I>. Nayagain, 
Prof. Madhavu of Mysore, 0. S. Srinivasacharya and Mrs. K. 
Alamehimangathayaramnial (M.L.O. Madras) took part in the dis- 
cussion. 

The President, Pkof, C. 1>. Tiioajpson, Allahabad — I have been 
very much encouraged to find several speakers ]H)inting out that 
we cannot eliminate niral debts but can only try to improve the 
conditions of credit and cost of (Te<lit. The aim of co-operation 
should he to help agricuilfural improvenienls and if agricultural 
improvemenis are to he made more credit will be lequired, not 
less. The Cooperative Banks have been too inelastic in their rev. 
strictions. It appears ne(,'eswsary that either the district banks 
should become branches of a Provincial Bank, or that the District 
Banks should be givtm much more freedom and control over the 
Supervisors. The frequent change of Registrars is another source 
of impediment. 

Cooperation has nol failed. It has never been tried out on a 
large scale over a whole district. It is useless to preach better 
living to the people, unless we make it possible for them to live 
better by agricultural improvements and cheaper credit for pro- 
duciive purpoees. 


DISOUSSIOR ON MONETARY THEORY 

Prof. D. H. Robertson (Cambridge) — ^Money could be used in 
ivro senses, in the abstract and in the concrete. In both these 
senses it has a present and a future use. In the abstract sense, its 
present use is m a measure of value and its future use is as a 
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standard of value. In its ooucre-te sense its present use is as a 
medium of exuliaiiKe and its future use as a store of value. In 
its use as a stori' of value it may be very dangerous, e.g., if all 
Indians stored gold and then let it go all at once, this might prove 
a great danger or a great benefit. 

He generally ai)prove(l a policy of execution of well-planned 
public W('rks and a sort of controlled inflation as advoc ated by 
Mr. Muuiswamy in his pa}>er. But he differed from Munis^^ami, in- 
asmuch a-s he (Mr. Hobertson) thought that Roosevelt’s policy 
was a mere jiatch wcirk of ideas gotnl and bad. 

Can the world settle down to an intei national standard again? 
Only if the nations agree not to depreciate tlieir currencies, but 
use fixed exchanges. The gold standard worked before the war 
because it was a sterling standard worked from I.ondon ! Now 
there are many monetarx centres, and a mass of short-tenn 
capital moves violently from une centre to another. It is hard to 
see how any international standard can work well tor the rate of 
})rogress in ]>roductiou is greater in one country than another. If 
we kee]) money stable in terms of labour-power, we may drive 
down wages in one country, and that country will object. 

Possibly we c ould combine our two aims by adopting a world 
gold standard without a fixed parity. The National Banks should 
be authorised to vary the parity slightly, but this too is liable to 
abuse. If th’s is impcjssible we would i)robably blunder back on 
to a gold standard simply because we could not kee]) away from 
it. 

Prof. C. N. Vajul (Bombay) — If the financial and commercial 
relations of the different countries of the w^orld are to l>e peaceful, 
some international monetaiw standard will have to be divised. 
Tiu' World Economic Conference failed because every country 
seemed to be using depreciation and tariffs as points of strategy 
in an economic warfare. The economists of the world were absent. 
The government point of view xvas stressed and monetary theory 
forgotten, 
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1>K. Thomas (Matlnin) referred to the lack of Purchasing 
Power among the masses of the liuliau j)oi:iilation aiul to a surplus 
of it ill the hands (if a f( w. To excite demand for goods, if neces- 
sary, by some urgeuii measure, (that need iKit \k followed in 
normal limes). Ibiblic AVorks of a iircHluctive nature like the 
reclamation of waste land, roads, bridges, and the clearing of 
forests should b(' undertaken. The difficulty is that the money 
injected into circulation even by a pdicy of controlled inflation 
may not reach the masses and may reach those who are not likely 
to spend. There is great leakage in ])ublic works. A private 
man can put up a house more chea])ly. Yet public* works are 
more productive in India than in countries where more ha.s been 
done already. 

The President (Prof. (L 1). Thompson) bi re])ly to Afr. Tvanocn 
said that nion(»y can measure value only if it is itself to some 
extent a store of value. 

AA’^ith regard to Public AVorks as affording relief to people 
in tiiiH s of depression, it is not necessary that all such })nbHc 
works should be ])roductiv(» as has bcH^n so commonly assumed. 

AA^ith regard to the Gold Standard he remains still unconvinced 
by the arguments that have been advaneed in favour of the gold 
standard. He is in favour of symmetalism, as explained in the 
Presidential Addresa. 


KCONOAIIC PLA.YNINO AND ECONOMIC SUBA^EYS 

Ihi. H. A’". Nahayanaswami Naidi' — This ycai* the Ex(»cntive 
Committee (jf the Indian Ei'onomic Association has <juite 
appropriately (dioseii Kconoinic Planning and l^cionomic 
Surveys as the topic of the mast immediate inteiest for 
discussion. The unexampled disturbance in the ec^onomic equili- 
brium of the w^oidd within the last five years has matle all earnest 
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observers ponder seriously as to what is wrong with world economy. 
Highly industrialised and advanced countries have been suddenly 
faced with a drop in dejuaiid resulting in unemployment and para- 
lysivs of trade; while backward and less industrialised areas have 
suddenly found their products fallen to such a low price that 
l)roduction is no longer an economic proposition. (Conflicting and 
w’idely divergent views are put forward as to the causes for such 
a state of things and equally incoherent and diverse renieilies are 
also proposed. No country in the world has escaped the conse- 
queiK^es of this economic crisis and this time can be best utilis!e><l 
to arrange matters in such a way that the disabilities of the jiast 
might be overcome and that the future might be one of ordered 
and peaceful advance. Tlu’^ exigencies of war made i>laaining 
necessary in the ])ast. Ihe exigencies of ])eace make it imperative 
in the present. The idea of planning has been engaging the 
serious attention of e<'ononusts, .statesmen, and industrialists from 
Moscow to San Francis(‘o and a large volume of literature has 
grown up on the suhjeit. I shall, therefore, endeavour to offer a 
few thoughts on planning as far as it is applicable to India, 
(dwiously no wise economic } lanning is possible without j.revious 
careful smwey. 

rfumaii adjustment towards the^ dangers, difficulties and 
changes in (‘ircamistufu es is marked by reason ; and all rational 
adjustment involves ])lanning; just as planning for the individual 
has long been recogniscMl as a necessity, planning for larger 
groups, for nations as well as for mankind, has now proved itself 
necessary. StaiTatioii in the midst of pleaity is a phenomenon un- 
heard of in the past history of the world. While prices have fallen 
the purchasing power of the consumer has fallen still lower. 
Some nations felt that if (commodities ceased to bo reliable securi- 
ties on account of a tremendous fall in prices, they could rely m 
gold. Others wanted to stimulate prices by manipulation of 
currency and by the raising of tariff walls. None of these methoda 
met with the success that was desired since they did not talce 
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into simultaneous account such tactors as production, distribution, 
consumption and currency. A planned economy seeks to secure 
employment for all, maximum produc tion at minimum cost and the 
rise in the standard of life of the largest number of the people. 
Concerted action by the nations of the world has long been recog- 
nised as necessary in political matters. The International Labour 
Office and the Council of the League of ^vatituis testify to the 
desire of the world for (ommon action; ccjncerted international 
action in ecionoinic matters has become a matter of grave urgency 
at the present moment in view of an unprecedented scientific revol- 
ution in the means of jnmlucdion as well as the contijuious growth 
of the worhrs population. Intirnational Planning, however, is 
impossible unless all the nations concerned follow sound and well- 
defined ec’ouomic policies. 

The Five-Year Plan inaugurated by the Soviet in lt)28 and 
its success in certain directions served to fcsnis the attention of 
the world on planning which the trend of events liad already made 
absolutely necessary. As originally conc^eived the First Five-Year 
Phui was timed to end on 1st October, lb»H3. Then c ame the idea 
of working the Five-Year Plan in four years,’’ and the date 
of termination was fixed for Ist October, 1932, and then by a 
change of reckoning December 1932. It is now about a year since 
the first five-year plan is supposed to have been completed. The 
aims of the Soviet in her planning were to get the maximum eco- 
nc3mic value out of the national resources, to perfect production by 
coordination of its processes, to raise as high as possible the general 
standard of living and to satisfy as far as possible social and indi- 
vidual needs. In a country as yet me<Uaeval in its organization 
there is always a preponderance of demand over supply and the 
main object was industrialisation. This plan called Gospian has 
a oentmliaed administration, which distributes its duties among 
lesser geographical and functional organisations. In the formula- 
tion of policy the Toices of labour as well as management are 
heard* The Five-Year Plan is not a sudden thought but is the 
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outcome of six or seven yeais of lesser planning experience. ** 
must strive in the shortest passible historical period to overtake 
and surpass the most advanced capitalistic countries and thus 
ensure the victory of Socialism in its historic competition with the 
system of Capitalism.” The plan involves the co-ordination of 
the planning ideas of Trade Fnions, Scientific Institutions, Indus- 
tries, Banks, tdc., and is ‘ cioss-ehecked by the counter-planning 
method of criticism from those working under the plan.* Besides 
socialisation and speeding up of expansion the definite aims were 
to inciease electrii' power by Sell per cent, i.e., to 22 billion 
kilowatt hours; hetivy industries were to be increased threefold, 
light industries doubled, ca]ital investments increased by 258 per 
cent, agricultural production increased by 55 per cent, cost of pro- 
duction reduced by 32 per cent and real wages raised by 52 per 
cent. 

The latest cables show that a programme of a Second Five- 
Year Plan to make the Soviet Union the’ rival of its most powerful 
iieighbouns is published and ])rovides that the volume of production 
at , the end of 1937 compared with 1982 (when the first plan 
terminated) should increase by 2J times or nine times the pre-war 
production. Seven themsand miles of New Railways are fore- 
shadowed, as also the doubling of the agricultural output. A 
thirty per cent increase in Motor Oar ‘production is j lanned and 
also an increase in the number of students. The Plan includes a 
large number of industrial j)rojects sucjh as the Dnieper river water 
power electric plant involving 75(5,000 hi^rse jjower to serve 70,000 
square miles with sixteen million inhabitants, the Stalingrad 
Tractor Plan meant to produce 50, 000 traetc^rs per year and the 
huge will at Magnitogorsk capable of producing 50,000 tons of 
steel per year. Yet another is the Turkistai^ Siberian Railway. 
The building of model cities, c’hief of which is New-Stalingrad 
following The poKey of planned economic (Geography is also 
another feature of the plan. Foreign Credit and Foreign technical 
advice have enabled many of these projects to he completed. Bttt 
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v^^heth^r the mills, plauts, projects and schemes will ensure Kussia 
the production she seeks io achieve remains yet to he seen. How 
far the average Russian who was stee])ed for centuries in sloth 
and ignorance will be able to rise to the demands of the complex 
and fine instruments he has io handle time alone c^n show. For 
the present he has to pay for it by the loss of all agricultural 
possessions, strict raticming and denying himself many ot the 
necessities which workers in (capitalistic countries ordinarily have. 
Foreign countries are also getting to be more shy about invesl- 
ments in a country which not long ago repudiated all debts. It 
Hcmnds paradoxical -t o say that the destroyer of c apitalism depends 
upon capitalism for a large measure of her success. 

To extend the principles of planning and control that have 
been developed within individual business enterprises has been re- 
(tognised to be necessary in other countries too. Bis, mark himself 
felt the need for a geneial economic imlicy, and, since ihe war, a 
national Economic Council has b(*en a part of the German flonati- 
tution. In Britain, Sir William Beveridge suggested an economic 
general staff. France established a National Fjconomic ('/Oiincil in 
192f) and the present depression ami chaos have induced many 
])l.ans of recovery to be discussed and canvassed in America. 

Most ideas of planning, however, secun to be coloured by the 
experiments and experience of Russia and socialism is said to be 
fundamental to all planning. Prof. G. I). (\)le asserts that un- 
employment can be eliminated and a convenient price level 
maintained only if the state controls industry and T)rovides for 
consumption. Says he, ‘‘ National Economic Planning, in any 
sense in which it includes the full utilisation of productive re- 
sources, involves public ownership of industry and at the «ame 
time public control of the distribution of inc ome. . . Any real eco 
nomic plan, therefore, involves not merely the infusion of some 
socialism into the existing system, but a transfonnation of the 
fundamental basis of economic life/' He rightly holds that 
NtiiHonal Economic Planning signifies agreed decisions about the 
R 23 



t)iS&USSION ON 


iarms and quantities of goods to be produced, the amount of 
expansion of each industry and also what part of the country's 
resources should be devoted to the production of consumers' goods 
and what part to productive goods. But if National Economic 
Planning undertakes the distribution of purchasing power in all 
forms and the fixing of prices the task appears too great. A 
mathematical linking of production with purchasing power for 
its successful working, should have as its agent an automatic 
man which will bleed and produce and consume solely at the 
bidding of the state. This involves such a great curtailment of 
personal lilierty and such revolutionary (‘hanges in the ideas of the 
use and possession of wealth that the average man will not accept 
it as long as he can refuse to do so. But when he is faced by 
starvation and unemployment new avenues of recovery and pros- 
perity must 1 h^ explored even at the sacrifice of old habits. Even 
national economic planning cannot be immune from error and 
mathematical perfection and scientific accuracy may sometimes be 
pushed too far, 

OonditioiiH in a highly industrialised country like England 
afford greater justification for such views though, planning for 
Britain is a complicated and controversial affair. Great Britain 
maintains a high standard of living" by exporting large quantities 
of finished goods to other countries and taking in retuiu raw 
materials and food stuffs. If her maiiufaetures cannot find mar- 
kets abroad most of them will have to be curtailed. England's 
home maiket is only a small fraction of her foreign market and 
her finishi^d goods can nev'er find adequate demand in Britain 
herself. Hence it becomes necc^ary to think of new industries 
whose products will find a home market and thus help to keep up 
the standard of living. This rearrangement involves according to 
Cole, such fundamental changes that the state will have to telps 
over the control of aU production, distribution, and credit, Agii- 
culture will be the ^ly exception to this rule for some time 


come. , 
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Tlioae^ however, who are not dcKjtrinaire socialists or fanatical 
believers in a proletarian slate, may be' pardoned if they btdieve 
that socialism is not an inseparable feature of economic planning. 
Planning attempts a rational utilization of available economic re- 
sources for the greater happiness of the greatest number, however 
this end is attained. A number of plans of a less drastic nature 
have been considered in America during the last two or three 
years. Public attention of the world is now taken np by the great 
recovery drive inaugurated by President Roosevelt and directed 
by (General Johnson. The four main ])ha8es of this iec*overy diive 
are: (i) Reduction of interest burden on fanners by refinanc- 
ing farm mortgages; (ii) the state liberally advancing 
funds to the fanner to enable him to get a better net income by 
reducing agricultural output and then by increasing the prices of 
farm produce w^hile other prices continue the same; (iii) ensuring 
the surplus eaniing to the worker so as to enable him to buy home 
jiroducts and thereby help home industries; (iv) provision of work 
for the unemployed by the state undertaking jirojects of national 
utility. By these policies a new relationship has been established 
between farm prices and other prices, between wages and the cost 
of living, between ])roducers’ goods and consumers’ goods. 

Tfo one can deny th? urgent need for Tfational Economic 
Planning in India. Planning in India need not be inspired In a 
crusading enthusiasm against capitalism nor by dt\sire to bring 
order out of the >vreck of a highly material civilization. Genuine 
humanitarian feeling, sympathy with the hungry and th© half- 
clothed masses of the poor, makes it imperative on all hurnane 
and right thinking men to banish poverty from this land and to 
raise the standard of living of the larger part of the country’s 
inhabitants. India is immensely rich in her natural and human 
resources and yet. she is one of the most indigent and least advanced 
of countries. Writing with a good deal of truth, Prof. Anstey, 
in her book, Economic Dhjelopm^rut, of InJia, says, Her© is a 
cotmtry of ancient civilization, with rich and varied resources, 
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that haH been in intimate contact with the most materially advanced 
countrie^^ of the west, bnt which is still essentially mediaeval in 
outlook and organization, and which is a by^vord throughout the 
Avorld for the poverty of its people.” 

Few obseiwers have tailed to m.ie tlie a]>paUing ])Overiy of the 
large mass of the people and their incredibly hnv standai‘d of life. 
The Simon Commission Report states: “The low standard of 

living to which the mass of India’s population attain is one of the 
first things that strikes a Western visitor. Wants are few, diet 
is simple, the climate is usually kind, the deep-rooted tradition 
tends to make the countiymen content with things as the>' are. 
Hut the depth of poverty, the pervading presence of which cannot 
escape noti(*e, is not so easily rculiscHl.” The same report admits 
that even if the most optimistic stimate is adopted the per capita 
average annual income in India is £8 while the ( orresponding 
figure for Gretit Britain is fj)") and that the contra d remains 
startling even allowing fo’‘ the difference between the range of needs 
to be satisfied. The Indian Banking Enquiry Committee re])ort that 
the outstanding feature of Indian Rural Economy which is bound 
to arrest the attention of any one who entervS on an investigation 
of the <iiiestion is the appalling poverty of the rural Txipulation, 
Another striking feature of Indian Fconomio life is the extreme 
dependence of the people on Agricultur*e. The absence of other 
major avenues of employment has led to t(M^ many people turning 
to land. In 1891, fil per <‘ent of India’s population depended on 
land for their living; and in 1901 the figure rose to 6(1 per cent; 
in 19S1 to 73 per cent; in 1931 possibly .still higher. Owing to 
seasonal vicissitudes and the want of proper irrigation facilities 
there is often a failure of crops, and the consequence is ** that the* 
average cultivator still continues to live on an insufficiency of food 
which reacts on Hs physical capacity for work end largely accounts 
for the '"high percentage of mortality in the country/’ It must 
alsf> be noted that th# yield per head and per acre in this country 
is Tery low, in spite of the high inherited skill of the Indian 
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Agriculturist. This is in ])art due to the absence of an enlightened 
state policy which can make available to the agriculturist the 
benefit of scientific researches. Owing to various caiises tlie 
expendituie on agriculture by central and provincial governments 
is negligible though agiiculture is the vital industry of India and 
the chief source of her levenues. Though the ])o])ulatit3n of India 
has increased ]>rogressively the area brought under cultivation has 
not shown a similar increase. The extent of the average agricul- 
tural holding has been going dciwn while agricultural indebted- 
ness has In^en on the increase, the total a])proximate amount of 
agric ultural debt being Its. f]0(> crorcs. The lapid c hanges in the 
ownership of land afford an index of the distress whic h has forced 
owners to jjart with their most chcMished ])ossession, namely, land. 
IVeither government nor co-o]}erative societies have been able to 
advance any large measure of cu’edit to the iudebted agriculturist 
and the high lates of interest at which he is forced to l)orrow tend 
to increase rather than cliniinish his embarrassment.. A system 
of land revenue* ba^se(l too mucii on average has left little or no 
margin to the cultivator to maintain his family after paying the 
assessment. Even the phenomenal fall in the jjiices of agricultural 
])roduc‘e has not led to any serious attempt at a revision of land 
revenues. The wide prevalence of illiteracy has diminished the 
])olitical potency and economic utility of the larger part of the 
people of the land. The distress from semi-staivation and under- 
employment has been made even more acute by the recent fall in 
world prices of cotton, jute, groundnut, ainl wheat. The neglect 
which has stunted education and agricultuj’c has extended to 
sanitation and public health. Jjack of state smanlike planning has 
imparted to India some of the evils of tidiistrial development, 
though that development is yet straggling and inadequate. 
The workers are paid low, charged high, and housecl in slums. 
Little wonder then that six millions die every year in this land, 
wliile the average longevity is lowest and infant mc^rtality comes 
tery near the highest. 
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Deaths iguorunce, squalor, starvation and poverty have oome 
to infest not a poor inhasxiitable barren rock but a country un* 
exainplefl for her material and human resources. Thirty-fi\e crores of 
civilised human beings, — about a fifth of the world’s population, — 
inhabit a land which has l>een endowed by nature with a feiiile soil, 
with considerable mineral wealth as well as animal crea^tion. India 
is well adapted to grow whatever her children need for her suste^ 
nance. For long India has been a market for raw material for 
foreign nations but not bec^iause she does not possess the means of 
industrialisation. She has extensive deposits of coal, iron, ore, lead, 
/dne, and co])pe'r as well as other valuable products out of which 
important industries can be built. The pre-retjuisites of i)ulustrial- 
isation, viz., men, imjiiey, materials, and motive power are available 
in plenty if only proper organizations <*an be established to tap 
them. Labour to work Ihe factories can be found in any ([iiantily, 
and there is abundance of raw materials and primary agricultural 
products and a large market ready at the very door of indigenous 
industries. Ooal, at an,e<*onomk* price, can be had in some 
provinces while hydro-electric pt^wer can be <*heaply obtained in 
others. The Cauvery falls have been harnessed in Mysore and 
the average power generated is about 14 million B.T. units per 
inonih. The Tata Hydro-Klectric Schbme comprising the Tata 
Ilydro-Electric Power Company and the* Pykara Hydro-Electric 
Power Scheme will go a long way to solve the problem of cheap 
])ower. Similar schemes in the ITniled Provinces and the Punjab 
are also of great potential promise. Hence all the necessities for 
the building up of industries in India are available and no-thing 
further is required beyond a national economic policy on the part 
of the state foi* the achievement of the economic regeneration i)f 
the country which would make “ India great and glorious alike 
for her own good and for the good of the ’world. There can u 
no shadow of doubt that the problem of Indian poverty can he 
solved, by providing for h^ inhabitants sufficient employiuait out« 
side agiienlture. 1S<> detoht, agriculture will continne to he ilae 
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occupation of' a large mass of her people. India can very well 
profit by the history of other nations to obtain for herself the 
benefits of industrialization without any of its evils. It will be 
the task of wise economic planning to avoid those mistakes which 
have brought bitterness between capital and labour in other 
countries. 

The importance of such an industrial development cannot be 
easily overestimated. Industrial development in India will 
achieve a general rise in the level of the wealth and welfare ot 
the population, \^'ill tap the capital resources at present lying un- 
used, will relieve the country from the danger of being too greatly 
dependent ui)on agricultural pursuits which are sul)ject to seasonal 
fluctuations, will absorb much of the unemployed labour of the 
country, and by raising the average condition of the individual, 
will enable the state to increase its revenue by fipther taxation. 
Lastly, opportunity wdll be afforded for the beneficial develo]>nieut 
of national character and the spirit of enterprise and commercial 
adventure will be stimulated; and amide scope for scientific work 
and inventions will be jircivided by commercial and industrial 
nec’.essity. This would redound to the credit of the nation as a 
whole and enable her to take a higher place in the world ot science, 
thought, and education. 

The need, therefore, for planning is as urgent as in any other 
land. Planning in India should not be undertaken in the s])irit of 
a race in economic armament or in any imperialistic expansion. It 
has become an unavoidable nex^essity, since India has become a 
mere producer of raw material and a dumping ground for 
cheap foreign goods; since agriculture has become the sole refuge 
of the people, since the problem of rescuing the masses from the 
grip of poverty, ignorance and disease can be solved only by the 
improvement of agriculture and organization of industry. Sudden 
and spectacular results need not be looked for; but adequate and 
cautious measures should be undertaken to see that India occupies 
her rightful place in the comity of prosperous nations. 
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Sucii plauuing yliould include within its scope the improve* 
meut of facilities for inland traii49port. It is not enough that the 
sea-port towns are (onnected with centres where finished goods 
are largely consumed or raw material for export is collected. Both 
ftKxl stuffs and manufactured goods produced cheaply in different 
parts of the country should be enabled to reach the doo-rs of the 
consumers at low cost. The l>anking Enquiry Committee point 
out that while the freight of a maund of wheat from Australia to 
Calcutta is six annas, the railway charge from Lyallpur to Calcutta 
is Rs. 1-3-3. Needless to say, any economic planning should in- 
clude the development of inland transport by road, rail, or winter. 
As a laiger and larger part of the jM>pulation gets absorbed in 
industry attempts should be made to introduce modern and 
mechanised methods of ugriculture. Provision should be made for 
the establishment of an adequate number of land moitgage banks 
and for the introduction of scientific agriciiltural implemeuls. In 
fact the affording of necessary credit, — long term and short term, — 
should form an important item of the programme of ex|)ansion. 
The financing and development of industries should be ensured by 
the establishment of a netw’ork of Industrial Banks throughout the 
important cities of India. In addition to providing necessary 
funds for industrial expansion, banks of this kind will serve as 
roiinecdiiig links between industries and the general i)ublic by 
giving technical advice wherever needed. Any economic scheme 
for the future should ensure factory legislation of a humanitarian 
nature and the utilisation in urban w'orking colonies of all the 
advantages the country possesses. In short geographical planning 
should banish dirt, squalor, and ugliness and the distinction 
Ix^tw^een town and country should be reduced. In a land of 
villages no plan can neglect cottage industries nor tlie provision 
of cheap electric power. Proper regulation of marketing and 
transport- of crops should also come under the purview of such a 
iria% A Social Insurance Scheme cannot be hoglected evaa in a 
socialisfSe state, much hw in India. Economy xa the expenditurie 
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of administration is the crying need of the hour; and a sound 
financial system with a stable and independent currency is the 
pjime need of any country which seeks to progress 

Any plan of ecoiiomio expansion must depend for its useful.. ess 
on an accurate and extensive suivey of existing economic featines. 
Such a survey for India may be undertaken merely to secure an 
increased production of law materials for alien innustry, to stimu- 
late export trade and lo facilitate the import of finished goods. 
It may also be undertaken for a much more laudable object : to 
raise the standard of life of the vast mass of the poeple, to improve 
the condition of the worker, urban and rural, industrial as well 
as agricultuial, and to develop and conserve the abundant resources 
of this as yet undeveloped laud. Statistics on everything that 
illuminates the future of the people are essential for every nation 
that wishes to progress. Economic empiricism can best secuie 
only a hand-to-mouth existence. No nation can lake full advan- 
tage of the opportunities available to it unless it secines the 
assistance of detailed and up-to-date statistical analysis. Statistics 
not only record what has been, but also point to what may be. 
They form a sure guide to national policy and they are absolutely 
necessary for the ])erfection of administrative machinery and to 
enable it to meet new demands. Statistics keep government, eco- 
nomists, and the nation in general informed about important 
national activities. Statistics should not however be mere bye- 
products of government activity, uninformed and unco-ordinated, 
serving only for public propaganda or self-advertisement of 
departments of government. 

Though an accurate statistical survey is the necessary first 
step to the formulation of economic policies, in our own country 
statistical information relating to different aspects of economic 
life and of great interest to economists is not made* readily avail- 
able, though collected and used by some departments of govern- 
ment. No effort is made to tabulate and publi.sh these though that 
would mean only a comparatively small expense. The present 
F. 84 
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statistical publications of government give information so late 
that no useful action to improve matters can be taken with their 
aid. l^'ven a irained economivSt would find it difficult to use them 
because the figures often relate to different periods of time, financial 
years or calendar years, and only elaborate calculations can make 
them of any value. For the collection of much of the data govern- 
ment can only depend on existing agencies — district, provincial and 
central, — but it would be an act of statesmanship to appoint a ful- 
ly qualified statistical expert who will arrange and coordi ate the 
scattered and diversified data. This officer may be called the 
Director of Statistics who will every year furnish up-to-date 
information about the economic* conditions of the country. The 
nature and scope of his activities, and the methods of collecting 
the data may be fixed with the help of a body of expert economists. 

“ Such a survey should, among other thingj, lead to the 
adoption of measures for increasing production and wealth; 
measures such as the industrialisation of agriculture, the develop- 
ment of industries and trade, the redistribution of population 
according to the fertility of the various tracts, increasing the 
efficiency of labour and calling in tbe aid of machinery, sc'ence 
and capital for developing the country’s vast resourcea and organis- 
ing its stupendous man power.’* Such a survey should cover 
production, national income and national wealth, individual income, 
individual wealth, collective wealth, consumption, wages, cost of 
living, prices, and indebtedness. It should also extend to internal, 
foreign, and coasting trade, transport and communication, coudi* 
tioii of crops, yield, croj) experiments, and value of produce. A 
double classification of tbe population based first, on occupation, 
and second, on income, should be effected. Intensive studies of 
classes, communities, or families should be systematic and repre* 
sentative and extending through the revenue year. The wages 
and price statistics may be collected by the industries, mining, 
agriculture, and revenue departments, necessary legal power being 
obtained to ensure and facilitate their collection. Intensive en- 
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quiries in typical areas, typical crops, and typical industries may 
also be undertaken. The Imperial Council of .\gricultural Be- 
search can be of great help in this matter not only by coordinating 
information but ahso by framing the general plan on which the 
agricultural statistics should be collected and preparing and eu- 
coxiraging schem(?s for inlensive enquiries relating to agricultural 
life. A statistical bureau in each province is also highly necessary 
— a bureau which will lahulate and pubrsh p ovincial data collected 
by other dei>artments or private agencies. Economic Associations 
and University Departments should also be impressed into the 
service of this provincial de])artment. Tt is gratifying to note that 
Boards of Economic Survey have already been constituted in some 
])rovinces and we shall listen with interest to the members of ihe 
Indian Economic Survey who are with us. I am sure they will 
tell us how best to carry out the intended survev, so that it will 
lead to a great revival of national prosperity in oui country. 

As I have already pointed out an economic survey is only the 
essential first stej) to far-sighted economic planning and expansion. 
Such a survey cannot be finished in a day. In fact, opinion is 
unanimous that there should be a permanent bureau of economic 
stati-stics. But even this would lead nowhere unless there is «*! 
permanent economic couucil — a small body of economists for expert 
advice in the formulation of economic policy. This council should 
be in close touch with the Director of Statistics and with the 
provincial economic departments. The members should also have 
facilities to keep themselves in touch with similar bodies in other 
countries and with economic movements of other countries as well 
as with the League of Nations. This body will serve as an eco- 
nomic general staff for the country. The members of the liberal 
Industrial Enquiry advocated for England a similar general staff 
combining in their functions the task of statistical collection as v ell 
as advice to government. They also suggested a standing com- 
mittee of the cabinet, called the committee of economic policy to 
which the chief of the general staff should act as secretary. Every 
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nation needs such organizations for handling ani foreseeing the 
complex e(*ononii(! problems of modern administration. 

Prof. Vakil presented the scheme prepared by the Committee 
of Ihe Indian Kconomic Association for the proposed economic 
sni^vey and allied questions, which was prepared in pursuance of 
the suggestion of Sir George Schuster at the Delhi Conference of 
the Association the previous year. The report of this committee 
was i)ublished in the Indian Economic Journal for April, 1933. 

In India we have had plenty of Rural Economic Surveys, 
but no such surveys have been undertaken so far in urban areas 
though certain special problems of cities and towns have been in- 
vestigated, e.g., the conditions of life of the Roml>ay Cotton Mill 
Operatives. There are great difficulties to be overcome in the 
matter of making an intensive study of special economic problems, 
e.g., railway rates. In Ifomlmy a survey of 100 villages was 
earned out, but could not be published. Financial assistan e musi 
be given to universities for j ubH cation of lesearch and for res(’arch 
scholarships. Gaverumeut can give aid in getfir^g much depart- 
mental information. Thus the G. I. P. Railwav refused to give 
accewH to its old freight boohs. 

PaoF. D. N. Bankb.ike — I'kjonomic Planning should also be 
accoiwpaiiied by Political Planning.' Bnsitiees and speculation go 
on based on false infonnation. Nothing was done with the 
recommendations of the Economic hbiquiry Committee. 

Peof. L. C. .Tain (Punjab) dealt in detail with the scope and 
method of Economic Survey. The time of the depression is the 
time when an Economic Survey may be undertaken at a cheap 
cost. It will be false economy to shelve the urgent Problem of 
Economic Survey on the pretext of expenditure since the Economic 
Survey is the first step to the Economic Progress of any country. 
Even a partial surrey is better than none. The method of sninpling 
in the collection of statistics is full of possibilities. Care should 
be taken in the collection of statistice for quality is a great deal 
■more important than quantity. Teachers and officers of 
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Agricultural, Health, Meteorological, Income, and Bevenue Depart- 
ments can help. Surveys can be had by the offer of prices. 

Mb. S. V. Ayyab of l)a( ca — Statistical data are of no use with- 
out a plan. I would prefer a Russian plan rather than no plan at all. 
Develop the buying power (jf the villages. By insisting on too 
much accuracy, nothing is done. In five years data is obsolete. 
Enquiries into conditions musi be correlated with definite action. 

Pbof. K. B. MiAimwA of Mysore said that courses in siatistics 
are essential. The trained statistician can interpolate for calendar 
or financial ytars. He can tell the limits of accuracy of figures. 
Mysore is giving a complete degree in siatistics with Mathematics 
and Economics. The Indian States are ready to co-operate with 
the GoveiTiment of India and the Provinces. 

Prof. Kale — Division of areas into tracts for colleciion of 
statistics would be conducive to accuracy. Thus there are famine 
tracts, dry tracts, sugar tracts, etc.' Some uniform standard of 
inquiry is indispensable. Our object would be defeated if we 
exclude Indian states since the lives of all Indians are intertwined. 
We need co-ordination between the Government of India, the 
States, the Provinces, the Departments, and between different 
irieii in the same department. Hel]) should be given to iiuiuiries of 
committees by all the local administrations in India. The statistics 
of Inter-Provincial Trade could easily l>e ])ublished again, as was 
done fonnerly. These were very valuable, and could easily be 
collected. 

Prof. H. Ghosh of Calcutta explained how the statistics of 
crops and yield and the vital stativstics would be improved with 
little expense. He also a-sked for statistics of agiicultural prices. 

He described the working of the Economic Council in Bengal, 
which has twenty members, including representatives of the two 
universities, the chambers of commerce, and all other interests. 
They had Bs, 16,000 to spend on research. 

Mr. V. T. Aras (M.Ii.C., Madras) said that agricultural 
prices are already published weekly in every district in Madra . We 
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have enough statistics, but they should be co-ordinated by tho 
mathematics and economics departments of the universities. 

Prof. Kamdar of Baroda — The Development Board of Baroda 
State, including the Professors of Economics, Chemistry and 
Physics, and the Registrar of Oo-operathe Societies, does much 
for the economic* development of the State. It is divided into 
various committees of which the publicity committee is one. It 
collects and publishes statistics r(>garding economic conditions of 
villages which are useful. This is worth the consideration of the 
authorities in other parts of India. 

The President, Prof. C. I). Thompson agreed with 
the wstateinents so far made as to the importance of 
statistics in economics. The statistics collected should not 
be the monopoly of a few persons in power. They 
should be published for the benefit of all. Tie suggested that 
Government representatives and Economists should exchange 
views and try to coordinate the statistical data available and devise 
ways of collecting more, accurate statistics. lie ^mdorsed tbe views 
of Prof. Kale on the matter of Economic Survey. He also sug- 
gested a method of checking statistics of production against those 
of consumption, and of testing incomes by inquiries into mobility 
of labour, and into the markets for the products of labour. 


DISCUSSION ON ECONOMIC CONDITIONS IN INDIA AT 
THE ADVENT OF BRITISH BUIE 

Prof. SEuavASACHARYA spoke of the methods used in com- 
pelling the payment of taxes a hundred years ago. 

Prof. Madhava said that people hoard even in a depression. 
14 crores were sent out, but at the same time 0 crores were im- 
port^ during the years following 1830 . 
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The President, Piiov. C. D. Thompson, said that these 
papers had strengthened his belief in cycles. It was 
remarkable that just about one hundred years ago there 
had been depressions in both Madras and Bombay similar 
to the present depression. We find the same fall in prices, 
the same difficulty in ])aying debts and taxes; in those days 
silver was exported, now it is gold; in those day*^ foreign clothes 
and objects of art were imported, now it is more likely to be a 
foreign motor-car. To-day also the octroi duties and even the 
terminal taxes hinder the regional development of trade between a 
city and the surrounding rural area. The collection of information 
from the records of old families, as explained by Prof. Kale, is 
of the utmost importance to eveiy student of economics or sta.tisti(;s. 
An old family of the United Provinces had records for over one 
hundred years of the prices, wages, rates of interest, rates of 
insurance for boats on the Ganges, and even the expenditures of 
the family! 

The President thanked the Vice-Chancellor and the TTniversity 
of Annamalai for all their kindness and the trouble they had taken 
in entertaining the conference, especially after the disastrous 
cyclone. Their kindness and generodty would always be grale- 
fully remembered. 
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SEVENTEENTH CONFERENCE, ANNAMALAI UNIVERSITY, 

JANUARY 1934 

The Minutes of the Annual General Meeting held at the Annamalai 
University, Chidambaram, on Friday, 5th January, 1934, 
at 10 30 a.m. 

Present: 

Prof, C. T). Thompson, President. 

Prof. V. G. Knle Prof. TT. S. Bhatnagar 

Prof. 0. N. Vakil Prof. D. N. Baiiei\iee 

Dr. B. V. Narayanaswami Naidii Prof. S. A. HuNsain 

Pro-f. K. B. Madhava Prof. S. V. Ayyar 

Dr. L. 0. Jain Prof. Jafer Hasan 

Prof. K. H. Kamdar Mr. C. W. B. Zucharias 

Miss L. M. (hiwerkerk Mr. M. A. Muniswaini 

pr. H. dhoshi Mr. S. Subramanian 

Mr. 0. D. Nayagam 

1. The minutes of the last Annual General Meeting held at 
Delhi were confirmed. 

2. The President referred to the sad death of Prof. R, M. 
Joshi, who was for many years an active mf mher of the Association 
and worked as its Secretary and Treasurer. The following rewsolii- 
tion was then passed by the meeting : 

That this meeting places on record the great loss that the 
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Association has sufFered by the untimely death of one of its most 
active and devoted members, Prof. R. M. Joshi, and resolves to 
convey iis sincere condolence to the family of the deceased/’ 

3. The Report of the Hon. Swretary and Treasurer and the 
audited Statement of Ac(*>oimifl for the year ending 31st May, 1983 
were considered and approved. 

4. The invitation of the University of Patna for holding the 
Eighteenth Conference under their aus] ices was acc epted with 
thanks. It was resolved that the Conference should be held during 
the Christmas Week of 1034. 

5. The following subjects w(Te selec ted for discussion at the 
next Conference: — 

(a) Economic Planning for India. 

(b) The Indian Census, 1981. 

(c) Theory of International Trade. 

(d) Economic History of India in the first half of the last 

century. 

(e) A ctirreni topic to be decided by the Executive Com- 

mittee. 

6. In connection with Mr. 11. N. llanerjee’s letter re; introduc- 
tion of political science as a subject for discussion, it was resolved 
that the Ex.ecutive Committee should explore the ways and means 
for holding a Social Science Conference including Economics, 
Sociology, Political Science, History and Statistics, and report on 
the same to the General Body at its next meeting. 

7. The following office-bearers were unanimously elected for 
the ensuing year; 

President: Professor C. N. Vakil. 

B 071. Secretary and Treasurer: Dr. L. C. Jain. 

' / 

Hon. Local SecreM^ : Dr. Qyan Chand. 
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Members of the Executive Committee: 

1. Prof, V, G. Kale, 7. Prof. H. L. Chablaoi. 

2. Prof. C. D, Thompson, 8. Prof. V. L, D’Souza. 

3. Dr. P. Banerjee. 9. Dr. D. T/. Dubey. 

4. Dr. Radhakainal Mnkerjee. 10, Dr. B. N. Kaiil. 

5. Prof. P. J. Thomas. 11. Mr. S. V. Ayyar. 

O'. Dr. B. V. Narayaiiaswami 12. Mr. Jafar llasan. 

Naidu. 

8. (a) It was resolved lliat ihe Hoii. Auditor, Mr. Arjnn 
K. S. Aiyar, ho ihanked For his kiiidiioss in audiiiiig the accounts 
for <ho year lf)32-33. 

(b) Mr. Sodhbans was appointed ITon. Auditor for the 
year 1933-34. 

9. The following' gcmtlemen wore olecfed to represent ihe 
Associalion on the EdPorial Board of the Journal: — 

1. Prof. V. G. Kale. 3. Dr. B. K. Mnkerjee. 

2. Prof. P. J. Thomas. 4. Prof. D. N. Banerjee. 

10. In connection with the renewal of the Agreement for 
the Journal with ihe TTniversity of Allahabad, it was resolved — 

(a) That ihe present Agreement with the DepaHment of 

Economics, Allahabad, be continued for 1934-35, half 
the ])rofits of the Journal being credited to the 
Association. 

(b) Thai the Executive Commitiec be authorised to enter 

into an Agreement with ihe Fniversity of Allahabad 
on the following linOvS : — 

(i) That the Journal shall be owned and controlled joint- 
ly by the Association and the TTniversity of 
Allahabad ; 

(ii) That the share of the Association in the existing 
Reserve Fund of the Journal be transferred to the 
Associatioii ; 
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(iii) That the profits of the Journal shall be equally divided 

between the Association and the TTniversity of 
Allahabad every year; 

(iv) That the Association shall pay a minimum contribu- 

tion of HhS. 1,126 per year or Rs. 9 per member for 
12t5 members, but that for every member in excess 
of 126, the Association shall pay Its. 8 per member. 


11. The report of the Oommittoe on Kconomic Survey was 
recorded with thanks. 

12. Prof. Chablani’s letter re: recognition of and (‘onsultation 
with the Association by Goveniincnt in matters relating^ to Eco- 
nomic Enquiries was recorded on ihe understanding that the 
President and the Secretary would take unoflicial steps in the 
matter. 

13. The re})(>rt of the Committee on the formation of a 
Population Committee was recorded, and it was resolved that the 
Association should co-operate with any body that may be interested 
in the study of Population Problems. 

14. It was resolved that the Pr.esident of the year and the 
retiring ex-President should form a Standing Committee for scruti- 
nising the Papers to be admitted for discussion at a Conference 
and for publication in the Conference Number and allied matters. 
Til case one of the members were unable to act, he should nominate 
one of the former Preeidents to act in his place. 

15. The offer of Dr. P. N. Narayanaswami Naidu, the Hon. 
Tiocal Secretary to contribute a sum of Rs, 150 on behalf of the 
Reception Committee to the cost of publishing the Oonferenoe 
Number was accepted with thanks. 

16. It was resolved that the Secretary should collect infor- 
mation re: research^ work in Economics done or in progress in 
different Indian Hniverslrie® ond arrange for the publicaiioii ol th«i 

in the Journal* 
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The meeting: closed with a vote of thauke to the Hon. Haja 
Sir Annamalai Ohettiar, to (he Vice-Ohancellor of the Annanialai 
University, and to the I'resident and other office-bearers of the 
Association for the year 1933. 

(Sd.) 0. I). THOMPSON, (Sd.) 0. N. VAKIL, 

President 'Secretary and Treasurer. 
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The Report for the ywr ending 31st Mayi 1983 

The membership of ihe Association showed a slight improve- 
ment; the number of members, on 1st June, 1932, was 142; on 
31st May, 1983, it was 149. 

The financial position of the Association showed improvement. 
From Rs. 1,352 on Isi June, 1932, the balance increased to Es. 2,171 
on 31st May, 19'33. This was chiefly due t6 the receipt of a sum of 
Rs. 529 by the Association in July 1JK12, from the organisers of 
the Fifteenth Indian Economic Conference held at Bombay in 
January, 1932. The large item of expenditure due to the extra 
pages, exceeding 200, in the Conference number of the Journal, 
which has caused difliculties in recent years continued, but there 
was a relief due to a resolution of the last Armtial General Meeting, 
according io which half the profits of the Journal during the years 
1932-33 and 1933-34, are to be equally divided between the Asso- 
ciation and the Department of Economics, TTntversity of Allahabad. 

The Committee appointed by tbe Association at Delhi in con- 
nection with the j)roposed Economic Survey, met in Delhi in March 
and drew up a scheme, which was forwarded to Government, and 
wdiich was also published in the Journal. 

In view of my absence from India during April to September, 
Professor S. K. Mluranjan w^as appointed by the Executive Com- 
mittee to act as Secretary and Treasurer. 

The audited statement of receipts and payments is attached 
herewith. 

0. N. VAKIL, 

V Hon, Secretary omd Treagurer, 

School of ISoonoimos and Sociology, 

’ TCTnivarsity of 

'^ah^y, 20lli 1933. 
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EiXammed and found correct 

ARJUN K. S. AlYAR. 

Incorporated Accountant, C. N. VAKIL, 

Bombay , \st December ^ 1933. Hon. Auditor, Hon. Secretary and Treasurer. 



IN MEMORIAM 
Proifessor H. L» ChaMani. 


By the death of Piofesaor II . L. Chablaiu, the Indian Economic 
Association has lost one of its active members. The members of 
the Association knew Prof, Chablani by his writings as well as by 
his public work, but they came in personal contact with him in 
the last few Conferences to which he contributed important papers 
and discussions. The success of the Delhi Conference held in 
January 1983, was chiefly due to the organising capacity and local 
influence of Prof. Chablani, who, as the Hon. Local Secretary, 
succeeded in making arrangements by which the work of the 
Conference was effectively felt in important quarters. Prof. 
Chablani worked also as a member of the Editorial Board of this 
Journal for some years and was an important contributor to its 
pages. 

Prof, Chablani devoted his life to teaching Economics and 
allied subjects. He began his teaching (?areer in 1911, and among 
the institutions which he served, the following may be mentioned : 
B. B. College, Mu^affarpore; D.A.-V. College, Lahore; Jaswant 
College, Jodhpur; Benares Hindu TTiiiversity ; Elphinstone College, 
Bomljay; Sind National College, Hyderabad and the Delhi Uni- 
versity. His connection with the Benares' University as the Head 
of the Department of Economics during 1917 — 22, and with the 
University of Delhi as the Head of the Department of Economies 
since 1924, enabled him to contribute most as a Teacher of 
Economics. 

Prof. Chablani was well-known as the author of several works 
on History and Economics* His two books on Currency arid 
Banking are widely known. As a member of the Banking Enquiry 
Committee for the Centrally Administered Areas, he did very 
useful work, His e^ntribution on Federal Finance snbuaittsd to the 
Delhi Conference waie. a^cwledged to be a useful and seard^ing 
'' 684 • 
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walysis of the proposali^ mad© by th© Fed©ral Finance Com* 
luittee and waa the subject-matter of a very instructive discussion. 
It is remarkable that in addition to his pre- occupation as a 
teacher and writer, Prof. Chablani found time to do important work 
in other fields. His work in connection with the starting* of the 
New High School and the Model High School at Karachi, and in 
connection with the starting of the Sind National College at 
Hyderabad, is not known to the outside public. Though in his 
professional career he was not connected with Sind except for a 
short period, he was well known as the most important leader of 
thought in connection with the vexed question of the separation of 
Sind from the Bombay Presidency. This question has agitated the 
minds of the public for many years and has formed the basis of 
enquiries, both by the Indian National Congress and by the (Govern- 
ment of India. It was chiefly on account of the financial implica- 
tions involved in th© proposed sejiaration that Prof. Ohablani was 
against it. He wrote and spoke in public as well as spared no 
efforts to impress upon leading people his ideas on the subject in 
private; his study of the problem was both thorough and coiivino- 
ing, and the problem was so much to his heart that almost to the 
last minute of his existence, he was seriously thinking about it. 
Prof. Chablani was a member of the Committee appointed by the 
Indian National Congress with Sir Purshottamdas Thakurdas as 
Chairman, to inquire into the financial aspects of the Separation 
of Sind* Later, he represented the Hindus of Sind at the All- 
Parties Conference at Lucknow. He was the acknowledged leader 
of opinion on this problem in connection with the enquiries insti- 
tuted by the Government, Either before the Simon Commission or 
before the Miles-Irving Committee, it was to Prof. Chablani that 
the people had to turn to help their cause. The Brayne (^mmittee, 
which was appointed more recently, included Prof. Chablani. 
Luring th© sittings of the Joint Parliamentary (Committee on th© 
White Paper Scheme, Prof. Ohablani was invited by the Secretary 
erf State for India to give ^dence on behalf of the Sind Hindus. 

P. 
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WMle in Loudon for Uiia puipoae, Lrof. Ohabkui waa iu iudifier* 
eat bealtb, but in spite of it, even after bis return he contjaued 
to overwork himself for his professional work as well as for the 
{ublic duties undertaken by him. His last piece of work was a 
Memorandum on the Administrative Aspects of the Separation of 
Sind to be submitted to the Committee now working. 

It was indeed a tragic event that a man of such unusual 
energy shotdd have passed away at a comparatively early age. We 
are quite sure that the memory of Prof. Chablani will be cherished 
for long by the students whom he inspired to think and work, 
by his colleagues who admired his capacity and respected his 
views, even when they differed from him, and by the public of 
Sind for his imtiring advocacy of their economic claims. 


— 0. N. VAKIL. 
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THE TREND OF INDIAN BIRTH BATES IN THE 
PERSPECTIVE OF COMPARATIVE 
DEMOGRAPHY 

IIY 

Dr. Benoy Kumar Sarkar. 

I. Population Law and Population Policy. 

(a) Combating Depapnlation and Promoting ‘‘ Largo 
Families .^* — It is only during? the last decade or so that the 
attention of scholars has been seriously directed to the Indian 
population questions. And this happens to be a period in ’-which 
the s(den(*e of population is being reconstructed on new founda* 
tions. In the first place, the policy of restriction or control is 
being profoundly challenged by the policy of expansion. The 
fear of overpopulation is being replaced by the fear of depopula- 
tion,^ And in the second place, two new categories have been 


’ IHie ideological antitbeBis mar be encountered, for instance, in HSast : 
Mankmd of tAe Cross- York vts avis Ztihn : fVtr Fumilie^ so 
das (Munich 19801, and Boverat; V En<9ura^tntmt naitoml dttx famiilts 
mmbrms€$ and Vieuille : Primas a la nafaltU in Huititne Con^rts Naltanal df la 
JVdtalile. September, 1928 (Pam) pp; 8l, 88, and Q 1111*9 paper in Lo Biato 
Mussaliniano^ a survey of Pa»ci«t achievemePtB and projerfta along diver»e 
fronts including population, published 4 special oumher of the inpn%ly 
Rassegna ItaUma (HoiUe lW91, 
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serving to enrich this science with novel modes of thinking. First, 
we have the socio-economic doctrine of optimum which is but an 
integral part of the overpopulation— depopulation complex. Then 
there "is the biological concept underlying, as it does, the logistic 
curve in the grbVit of human numbers. ^ 

Fundamentally, of course, today as in the past the doctrine 
of population h^is two chief problems to so}ve. The question of 
the law or the rate jit which human beings multiply is naturally 
of supreme importance. The other question is that bearing on the 
proper economic policy for,p gfotip, region or the world. 

But there are some inherent difficulties whicli render the study 
of Indian population under the same conditions as those of certain 
countries of Europe utterly impossible. First, there are great 
discrepancies^ between the census returns and the returns of the 
Public Health Departments. The value of the absolute figures in 
Indian demographic statistics is therefore very limited. Secondly, 
intensive sttidies of the type (‘onsecrated to certain European 
countries, e.g., those of Kucjsyi risky, Dublin, Txitka, Gini, 
Burgdoerfer, etc. bearing on age-groups, differential fertility, 
marriage-curves etc. remain to be undertaken in the field of 
Indian demography. There are as yet no reports available on the 
correlations of occupation,'* religion, caste or race witli births, deaths 
and growths for a fairly large number of cases such as can be 
examined for the ]mrposes of comparison witliin the Indian area. 


* Boden H (Miner ; 1 heseu fuer tine memchliche Bevoelkerung^ lehte auf 

biologischer Grtmdlage''" in the Zeiischrift ftter GeopohHk (BeHin), Augunt 1982. 

• Census oj India 1921 Voh I India Part /. PeporU (Calcutta 1924), pp. 14-18; 

Census of India 193 f Vol, F, Bem^al and Si Him, /. (Calcutta 1983), 

pp. 9, I26‘12b 

^ See the Appendix on an enquiry into the fertiility of marriages in 
Census of India 1931 VoU V, Bengal and Si Him Part I Report (1988 Calcutta), 
pp. 181-167. This is atndy of 2406 cases from Bengal. Some documents of 
the “new*' science of population are the following : Dublin and Lotka : “On 
the True Bate of Natural Increase ” {Journal of the American Statistical Associa^ 
lion, September, 1926); Kuezynski : The Balance of Births and Deaths 
Y«i*k 1928) ; Gini f Population (Chicago 1930) : Burgdoerfer : Volk ohne Ju^nd 
(Berlin 1982). 
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It \h with such han(li(‘apft that ihe vstudenis of Indian demo- 
graphy have to move about in the field of international vital 
statistics. The ([uestion of (dieoking the alleged laws of popula- 
tion growth based as they are, on ihe data of other countries 
becomes naturally as complicated as that of explaining the Indian 
demographic data ihemselves in the perspective of the other 
countries. All ihe same, some of the statistics, such as cun be 
furnished from the Indian subcontinent, are varied and extensive 
enough to enable the economist and ihe sociologist to contribute 
in a sulistantial manner io ihe re-(‘on si ruction of population science 
such as has been going on for some time in Eur-America. 

AVIiilo the highesi watermark of N^oo-Malthusianism^ was 
reached in ihe World Population Conference held at Geneva in 
1927, which was seeking among other things to awaken mankind’s 
inieresi in the netessity of birth control, the other side of the 
shield wuis exhibited simultaneously and in a powerful manner by 
the ])ul>li(‘aiion of Korherr’s essay on (rehurfcm'u(^chg(in(f (Decline 
of Births) in the ^nVihleitUvhe Monnt$liefiv of Munich. This 
paper really marks an important landmark in the contemporary 
theory of population poli(*y. Korherr established the thesis that 
the diminution of births spelt the death of peoples. Thereby he 
initiated a campaign for combating, first, the birth control move- 
ments, and secondly, the doctrine of the happiness of the few. 
The propaganda was directed no less against urbanism and 
“ nmtropolism.” 

Korherr’s words did not fall on mere academicians. The next 
year he found an energetic admirer in Mussolini® wdio took up the 
young German scholar’s ideas for his article entitled II Numero 
coine forza (Number as Force), published in the monthly Gerarrhi/i 
of Milan. The Fascist thice came out with his doctrine of 

^Population et Repopulation (Paris 1929k PP. 20-27, 41-44 

* Eingali : I Prowedtmeufi Mussoliniani per lo Sviluppo quantitaiivo e qualitativa 
della Papolazione (Mussolini^s Measuri^ for the quantitative and qualitative 
development of the population) ; a paper for the Congress. Internasionale 
per gli studi Sulla popolasione, Rome 1981 ; Das beveolkentngs poUtisehe Programm 
Mussolini in the ZeitsMft fmr 6V<7/^/i/fV6'(Berlin), February, l989. 
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maximum births and minimum deaths. The Malthusian law was 
oonsidered by him to be pseudo-soientifir. He argued that the 
.standard of living has increased in spite of the increase of popula- 
tion. For his patria he w^anted ten million more Italians in order 
that the weight of the Italian people might make itself felt in 
the history of the world. Since then fmiigUe uume^ose (large 
families) i.e. families with seven or more children, have been the 
subject of vigorous and intensive research among Italian biologists, 
anthropologists and sociologists under the chairmanship of 
Prof. Corrado Gini,*^ with special reference to the anatomical, 
physiological and other characteristics of parents. And these 
researches constituted a chief feature of . the delilierations at the 
International CWgress for the Study of Population held at Rome 
in September 1931. 

Some of these recent Italian researches on “ large families ” 
bear the following titles : 

Chigi ; (^nstihizionc c Fcriihia (Constitution and Fertility). 

Agga’^zotti : Rclaziont^ sitll inehiesta anfropnnictrinf r vosf 

alisfira svi genitori che haniw arvfo almrno 7 figlif nclla 
Provmcia di Moderui (Report on the anthropometrical and 
constitutional enquiry concerning the parents having at 
least seven children in the Province of Modena). 

Elena Carol i-Saponaro : Tenorc dt vita e psicologui dvilc farniglie 
numerose dad Barase (the standard of Life and Psychology 
of Large-sized Families in the city of Bari). 

Tirelli : Rtsaltati dell nuhigim* afhtropolagicn e contittizionalistica^ 
mi genii (fri deUe farniglie tnniwroH' di an (U>nwne del 
Jxizio (Results of an anthropological and constitutional 
investigation concerning the parents of large families in 
a commune of Lazio). 

’ Gini, Zingali and others : Demogrcfia (Turin 1980). an encyclopaedic 
study op population questions (health statistics, anthropometry, <lemographic 
trends, growth-rates etc. ; also Gini : Population (Chicago 1930). 
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Marassini : ()}i.^errnzioni dei ttpi nwrfohff/tri del ganiiori di 
fawigliv' Jnnncrosc (( B)serva1i«)i)s on ihe morphological 
tvp<*s of the parents of large families). 

(hiscnna: Hhccrtduv .^ulln rofitituziour del prolifiri (Researches on 
the (Vmstitulion of the Prolific). 

Frassetlo : / priJhnpffli cardfteri anfrfgudogiri v eostitucion>(tIistin 
sttfdHffi in 14d(^ genilori prohfiri delht Hegione Knilliatw 
(The princijial antliroiafiogical and consiiiutional charac- 
leristics siudied among 1450 pndific jmrents of Emilia). 

1\) this may he added a pa])er like ihe one hy Pietra and 
Ferrari enliiled 7/ Cftsio tnonetario dell ttomo (The iloneiary cost 
(ii an Imlividual). 11 is an objective sindy on how mnch ii cosis 
an individual 1o mainiain himself but Ihrows lighi on ihe economic 
and financial aspects of large families which it is ihe policy of 
Mussolini to [iromoie. 

The problem of combating the decline in birihs has for some 
lime, sjiecially since the end of the (ireal War, been a (|uestion of 
piaciical ])olitics in France also. The (Utnaeil Superior de la 
naiahfe (Higher (kmimiitee on ihe Birth-Rate) is a scientific 
associaiion wiHi a definiie ])ractical aim, namely, ihe raising of 
(he birth-rate. The eleventh national congress on ihe birth rate 
which was held al Rennes in September 1929 discussed in this 
connection the problems of <*]ieap houses, la fanulle nomhrruse 
(ihe large-sized family) as influenced by the Ijoucheur Act (which 
authorized the State to grant aid to building societies), social 
assurance, family allowance and other topics calculated to 
en(‘ourage married life and births. 

This (‘ongress^ was patronized by some TO chambers of 
('ommerce, 13 idiilanthropic and social associations, and 7 
commercial societies. Besides, 63 associations, federations or 
leagues interested in “ large family ’’ naturally supported the 
congress as “ adherents.’^ It is worth while to observe that the 

“ Onzicmc Conjures National de la Natalile* Rennes 27-29 September, 1929 
iComite Permanent de la Natallte, Paris), pp 88, 188-142. 
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general asHembly of the iiatioual federation of the “ iissodatwm 
fh' families namlncuscs (comprises Idl regional (provincial), 
district federaticnis, and local leagues. The organization is 
c*oiupOvSed of 1200 local institntioJis representing as they do several 
Imndred thousand families. Of these associations 29 have their 
own publicity organs. The national federation has the central 
c’ourier. The propaganda c^omprises a to*tal publication ot 
lO(btKM) copies. 

“ International birth strike ’’ is the coiuinoii target of all 
thcvSe pO])\ilation congresses and discussions. It is not so much 
over-i)opulation as depo])ulation , not so mucb poverty or the lower- 
ing of the standard as the weakening in numbers, that is being 
feared in the world today.*^ 

Depopulation^^* is indeed at least as im})ortant a category in 
contemporary population economics and economic* policy as over- 
population. This fact alone is an index to the tremendous 
transformation that has taken plac’e in social science and politic*R 
since the nightmare of overpopulation attac'ked the brain of 
nnuikind under Maltbus's lead (1798) or rather since Neo- 
Malthusianism becuiuie a practical creed of socio-economic, states- 
maushii) about 1877 — 80. 

(h) Malfhtfs and the Mahhnsians, — It was in the Malthusian 
almos})here that Eicardo ejiimciatecl his theories of rent and wages 
in the Prnn'iples of Political Ecotiomif and Ta^catinn (1817). And 
not. only did Senior in 1880 ac'cej)! Mai thus as his (/tmi while 
establishing the wage-fund theory but the Poor Law of 1834 
obtained its spiritual cue from him in regard to the hatred of 
state intervention in questions of destitution. Last but not least, 
Malthusianism furnished the basic idea in the last word of classical 
ec^onomics, namely, John Stuart Mill’s Principles of Political 

“ Hurgdoerfer : Voik ohne Jumid (Berlin 1982) ; Dublin aial Lotka ; The 
Averanr Size of the Family in a Stationary and a Diminishing', Pofulaficftt^ and Konrad 
Die Ftnderreiche Famtlie tn Deutschland papers for the Congrosso fnternazionale 
per gli atudi sulla Popedazione, Rome, 1981. 

Boverat : A' Avenir dc la Population Europeennt : Surpopulalim ou 
Depopulation^ a paper for the Congresao Interuazionale, Home, l98l. 
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Economy (1848), when he ataried advocaiino; tlie “ stutiouary 
state in population and waa piepared to espotise not only moral 
restraint ” hut (ihainpion “ le^al ” restraint also in order to 
eontrol the numbers of population. With such tremendous Inudving 
birth control (*ould not but l>e the first postulate of applied 
so(*iolo^‘y in field of ])()pulation by the middle of the nineioenth 
century. The llritisli tradition was uiaintaijied until our own 
days by Marshall in his Erionplos which feared overpopulation 
UvS well as advocated checks with a view to keeping the standard 
of comforts intact. 

Fren(‘h thought** was not less Malthusianized than British. 
Tn 188fi Pellegrino IWsi, an Italian naturalized in France, 
published his 1 nfrodoction yowv V Essai do Malthna. This was 
followed in 1857 by Gamier ’s Tmife du priori pc do pop id at ion 
which served but to popularize the same tea(*hings. In Italy as 
earl,\ as 1810 the “ moral restriction of Malt bus was advocated 
by Bosellini in Nvnre fKmine drile Horpmti drlla privata c puJddica 
richezza (New Surveys of the Sources of Private and Public* 
Wealth). By 1803 the ideas found a convenient place in a 
standard text book of the day, namely, Boccardo's TroMoto teorim 
di econo mia pohtica (Theoretical Treatise on Political Economy). 

In lloscher’s*^'^ Grundlaycn dci .\(ifion(d(t cliOfNtinie (Founda- 
tions of l\)litical Economy) 1854, and other texts of the earlier 
“ historical school in Germany Malthusianism was likewise an 
ac'copted postulate. Schmoller’s (rrundnss dc^* ollycineinen 
Volhsinrtschaftslrhrc (Sketch of General Economics), also, as the 
embodiment of later historical school (1901) — 04) considers 
Malthus’s scientific analysis to be remarkable although the author 
rejects the geometrical progression as untrue to the fa(*ts of 
population history. 

The fear of overpopulation pervaded HuemeliiPs article on 
po])ulation in Schoenl)erg’s Handhuch , According to him Germany 

* * Gonnard : Histoiir des doitrinn de la populahati (Paris 19281 pp. 300-309, 

** \ BctmlkeruM(*slehre i4mi Be^jQllke^mii^politik in Haadwoertefbuih det 

Staatswissenchaflen^ Vol. II (Jena 1924) pp, 788-89, 790-79(. 
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was already overpopulated about 1870. Adolf Wagner, although 
so(*iulisti(‘, also believed in the possibility of overpopulation and 
reeommended in liis Lehrhnrh der politlsrhm* Oekonmnie (1879) 
that the state slunild control the numl)ers. He thus went beyond 
MalthuvS who (‘onsidered moral restraint to be the only remedy and 
would by all means oppose state intervention as socialistic. 
Hestrictive legislation was recommended by the socialist leader, 
Kautsky, in his Pc/w/zc^ /////// and Etifictvhlunif /// Natur und 
(losrllscltaft (Increase and Develojmient in Nature and Socneiy), 
1910. Under so(‘ialism, as he believed, agric\iliiire would indeed 
become more productive but overpopulation was still a possibility. 
Kautwsky thus met Marshall by another route. 

No matter however great the modifications to which the 
doctrines of Malihus were subjected mankind should appear to 
have a('cepted him as a worl(Utea<*her of f)rofbund value. ‘ The 
limitation of births was the fundamental gosj)el^ in all schemes 
of national welfare and , 

(c) Ahti-Mfilthus . — And yet the (ierman-Italian-Fremdi^'^ 
ideas or practices of today cannot by any means be regarde<l as the 
first or sudden signs of revolt against the Malthusian Bastille, 
^rhe anthMalthusian tradition is at least as old and as ])owerful as 
Malthus himself. 

It is well known that Malthus’s Easup was born as a 
propaganda brochure against the socialism of such radical thinkers 
as Godwin, wdio in l^tdifiral Justice (1798) and the Enqidvcr (1797) 
sought to preach that human misery was due not to the alleged 
defects of individuals but exclusively to the defe<*ts of political 
institutions. If Malthus was by conviction anti-socialist, all 
socialists have by nature been anti-Malthus, although tliere have 
been some exceptio-ns as in the cases of Wagner and Kautsky. 
Besides, Auti-Malthus is to be found in other (‘amps as well. 

‘ ’ Goniiard : liistHre des Docirines de la Populatiou (Paris, 1928) pp 312’- 17 ; 
Bortkit*wica: (Leipzig 1918), pp, 81-88; IQlster: Bevoelkenm^x- 

Uhre und Bt^fodkemm^spoUHk in Harnkwoertet-btu h der Staalswissemehqften Vol. II 
(Jena 1924) pp 778-87, 794-898. 
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A iiiofit iTwportaTit doriniient of anti-Malthusian British thought 
U to be found in Doubleday’s 7' rue Lan' of Population (1840. 
This thinker came to tlie conclusion that well-fed people tended 
to diminish and ill-fed to iiuTease. The law was just ihe opposite 
to what Mai til us had taught. 

But by far the m(»s1 influenlial and effective Anti-Malthus 
was Spencer whose PopuJofton, l^lirorj/ (1842) and Principles of 
Bhojoffi! (18()T) sei'ved t<i popularize anion^* the students of science 
and philosophy in all domains that the tendency of mankind was 
not towards unlimited increase hut towards decline. To use his 
cuteg’ories, civilization tended to “ individuation ” and tliis latter 
to control. The stationary state ” was gradually estaldished by 
civilization, llen.’e there was no ])opulation ])roblem at all. 

In Drench socialist economi(*s the population problem did not 
exist. Dourier taught in .\ourru Moihilc Industrial et So(‘lct(drc 
(The iSew Industrial and Social World), 1840, that it was not 
because of dearth of food buf becauise of other cinuimstanc-es that 
jiopulatiou naturally tended to diminish. A(*cording to Proudhon 
{Contradict urns Keonomiques, 1840) it is industrialism that restri<*ts 
pojmlation. The anti-socialist Leroy-Beaulieu taught in his Precis 
d Econonue Politique (1888) that Malthus was but relati\e to his 
own ei)och and ]K)ssessed no universal validity. In his judgment 
Iti ci rilisation detruit considcraldenioni hi luita.htc. According to 
him Malthus failed to take i*ognisance ot Vipusnic d(u honinics, 
£t is human egoism that Avorks against x) 0 ]mlation. The greater 
the democracy (and the greater the individualism), the greater 
tlie diminution of birlhs. Lero\-Beaulieu is to he regarded as one 
ot the first who sought to i)opularize ihe fear of depopulation. 
The doctrine of capillante socmle (social capillarity) was develop- 
ed by the Drencdi economist Dumont in PcpopvUition et (h'nilisa^ 
twn (1890). His foundation was Spem'erian. The rolontc 
generafnee (reprodindive will) diminishes with the j)rogres8 of 
c.iviliisation, says he. The developments of the race is therefore 
antagonistic to that of the individual. According to Oonnard the 
law of population is not simply physiological, psychological or 
F. 2 
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;econoini(‘ biil soriologicaL The statement of tlie law would vafy 
aecording to the social milieu. It therefore depends on what is 
(*alled eivilijsation. A(*(‘ordinjr to Gonnard Malthiis has only shown 
that everywhere the i)opulation is destroyed by such and su(‘h 
causes but has not been able to prove that it tends io j^o beyond 
the subsislence. 

Anti-Malthusianism has been strong in Italy also. In 
Klementi di Kronomw Soriale (1843) 1)e Augustinus preached that 
over-iK)pulation could be combated by l)eiter so(‘ial organization. 
Malthus was condemned wholesale by the Komagnosi in Sulla 
Ctescenfe Populazioae (On Increasing Population), 184^). lioria’s 
population economics was Marxist in its framework. 

(-arey, the Amerl(‘an economist, believed that fecundity was 
diminishing and that produ(‘tivity might increase (77/c Umitj of 
Law). According to his Ptinciples of Social Science (1859) the 
numbers regulated themselves sufficiently in every well-governed 
so(‘iety and it is the lower and not the higher states of civilization 
that are charac’terized by the pressure of population on subsistence. 

In Henry Geor^ge’s Pco(;ces,<( and Porerty (1880) Malthus is 
likewise refuted in so far as poverty is considered to be as not due 
to overpopulation. As the result of statistical studies the Amerit*an 
economist Fetter was in a position to announce in 1894 that the 
wealthier the people, tlie less the fertility. 

The lower or decreasing fertility* of marriages was subject of 
statistic^al investigations by the Swedish economist Tallquist. His 
wwk published in 1886 in French announced the conclusion that 
the more cultured the i)eople the less fertile they were. 

Anti-Malthus is to be found in plenty in German economics. 
According to Frederick List the possibilities of food production 
were unlimited. He was convinced, besides, that the agricmltural- 
manufacturing state could maintain more population than the 
exclusively agi'icultural state. This ‘‘ optimism has been shared 
by many thinkers (Bastiat, Carey, Opi)enheimer). 

* " ICIstier : mid Hnmlkermigspi^Htik in HandwoerUrbiuh 

dei ^iaaimissemhaftm Vol. II. (Jena 1924), pp. 776—777, 784, 794-95. 
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Karl Marx believed iliai every e]UM*b had its own law oi 
population and that Malthiis’s ptenerali/iUlions were too wide. The 
anti-Marxist ScdiaefHe likewise was convinced that there was no 
f>*eneral or pernnuient law. And in our own times Franz 
Oppenheiiner, the socialist, in his this IirrooJliCr-un(/iitjr,setz den 
T //. Malthus nOOl) has formulated the deadline that under a 
normal economic system (socialist) subsistence wcmld increase 
faster than population because of improvements in tecdinique. 
Moinbert announced in Siudicti zur ltc>r<>clhpntiiy.^hvirCguhif in 
Pf ufsckldful (Studies on Population Movement in (Jermany), 101)7, 
that fertility decreased with economit* and social proj»Tess. He 
advanced statistical ]iroofs to enunciate the do(‘trine: “ more food, 
less i)(M)]de.” The position was diametri(*ally antithetical to that 
(d‘ Malthus. In 1900 the principle of Kfuilurronz dcr (renuesst^ 
(competition of enjoyments) was adumbrated by Brentano in Die 
Mdlthiiidfirlu' Lvhre (The Doctrine of Malthus). In the dictum 
the higher the standard, tlie lower the fertility,” could be 
(’iiunciated his messa^o in ac(*ordan(‘e with which sex enjoyment 
is counteracted by other and newer enjoyments. 

The population economics ot modern times has j^rown alon;^ 
three different channels. Fiist, there is the school which 
accepts both the law ami policy enunciated by Malthus. 
Secondly, there is the school which rejects Malthus wholesale. 
Finally, there are those who leject the Malthusian law but acce])t 
the Malthusian ptdicy. The Malthusian policy of control or 
restriction has, aj^uin, found rejmevseutatives in two different 
schools: (1) individual, voluntary and moral (Malthus himself), 
(2) social, statal, legal and artificial (Mill, Wagner, ‘‘ Neo- 
Malthusians ”). • 

It is to be observed that socialists are to l)e found both among 
Malthusians and anti-Malthusians. Equally noteworthy is the 
fact that among those l)elonging to the third school there are both 
socialists (Wagner, Kaiitsky) and non-socialists (Schoinoller). 
Finally, Neo-Malthusians are Malthusians by all means but may 
belong to the anti-Malthusians group also. 
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The iiioHi chiiracteristic coiiinion featiue in the law of popula- 
tion enuiK ialed l)y the anii-Malthusians ivS to be found in the 
(loetrine of nocial polarity or antithesifi between fivilizatiou and 
n’lnoduction, namely, as civili/ation advances, the population 
jiaturally tends to decline (Doiibleday, Spencer, Tallquist, 
Proudhon, Lcroy-Heanlieu, Dumont, Fetter, Monibeii, Bi'entano, 
(Joniiard). And in this ^roiip there are mainly two methods of 
approach. Due is statistical and the other biological. 

11. Birth-Rates in India (1921—30). 

The examination of Indian birth rates as presented in this 
paj)er is mainly a statisti(‘nl study. It will serve to connect the 
Indian demo<»*raphi(* :^ones with the zones of other areas and plat*e 
all these zones, so far as recorded data (‘an he of liel]) in this 
matter subject no doubt to the limitations of all international 
statistics, (ui a more or less uniform basis. 

As for extra-Indian areas the com])arability of Indian figures 
is eminently (juestionable. Lu(‘kily for India there are certain 
countries in (he woi‘ld for whi(i*h an accurate return of the ])opula- 
lion in intereensal years is not available. By adopting the League 
(d ?sations^‘'j method used in regard to sneh eountrie^s it has been 
possible therefore to estimate tlie Indian ratios for the Census of 
D)d() in a comparable manner. In all these countries it is assumed 
that at the beginning of eacli intereensal year the population 
changed at an uniform rate between one census and the next. In 
order to calculate tlie rates the figures of births and deaths 
registered by the Department of Public ITealth are brought into 
proportional relation with the estimates thus arrived at. 

The discrepaneies^^^ in figures between the different publica- 
lioiis, wherever these are notieeahle, do not as a rule go beyond 

Census of India 193 f ^ Vol. V Be and Sikkim^ Part /, Report, (Calcutta 
1038). p. W. 

*** The tables and charts are haaed on the tiifures iit the Annuaire Siatistique 
Inteniationaf (ItMieva for 1928, Annuan‘t Statistique dc la Sodete ties Nations 1931^32 
Sta(ististlu:i Jahrbnck fur das Deutsih- Reith (Berlin) fur 1928-80. Compendio 
Statutko (Home) for 1930, Woytiuaky ; Die Welt in ifahkn^ Vol. } (Berlin, 1926), 
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O'l or 0 2 and may be ij^uored. Wherever there are disere])aucies 
between the charts and ibe tables used in tliis essay, these are to 
1)6 a('counted for by reference to the dates. The averaj>*e Foi* the 
decenniuin 1001 — 10 is not naturally the same as that for the 
([uiiujuenniuin 1005 — 00 or 1901 — 05 and of course cannot lx* 
identical Avith the ti^nie for a single year 1901, 1905 or 1910. 
Similarly, while com])ariiif^‘ the charts witli the tables it would be 
necessar\ to pav se])arate atteniioii to the figures for 1021 — 25, 
1022—20, 102T, 1928, etc. 

For all practi(‘al purposes the period ot five a cars in India, 
from 1022 to 1920 may be regarded as more or less “ normal 
from the stx'io-economic standpoint as well as from that ot public 
hcaltl). Let us take the aA'eraf»*e of this (juimpiennium for each 
of tlie nine major jirovinces of British India in regard to the 
births i^ei thousand inhabitants. These “ mean ” ratios will 
indicate a phase in the trend of the “ natural ])opulation move- 
ment or rather the present state of the conditions afVecting the 
birth-standard of tin* majority of the peoples liA’inji* in India. 

'^ITie Indian scale of births per thousand fl922 — 1020)^'^ looks 
as follows: 

I. Ahor(' 4(1 /f('r 1()(H) {for a of o4'0 fnillioHs) 


1. Biliar aJid Orissa (38*0 mill.) 

2. Bombay (lOd mill.) 84*17 

8. United Brovinces (45*5 mill.) 84*01 

4. Madias (12*8 mill.) 81*7 

n. Ahorc AO per 100() (for o t(fhil of 141 millions) 

1. Central Provinces (18*9 mill.) 41*48 

2. Punjab (20*() mill.) 40*8 


and Tatsatheu und ZahUn Eioopas (Vienna, 19.^0'. The lomouial and Eiouomu 
Annual of Japan (Tokyo, 19*26), Annual Report of the Publit HraUh Commissioner 
with the Government of India for 1926 (Calcutta 1928) and for 1930 (Calcutla 1982); 
Census of India 1921 and 1931 \ A nnnai re Statist itjue di la Statt\ti(/ni' General de la 
France 7W( Paris, 1932); Stathtual Abstract for the United Kinx-dom 1913-31 
(London, 1938), 

* ’ Annual Report oj the FublU Health Commnmner with the Government of 
India Jor 1926, Vol- I (Calcutta, 1928) p. 9. 
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in. f 'vdrr -iO per HHK) (for a fatal 67*3 milliovs) 

J. Assam (7 5 mill.) 29-41 

2. Reii^ml (4(Hi mill.) 28-9 

8. Uiirma (13*2 mill.) 28-39 

The mean ratio tor the two areas eomprisini** 345 mill. rauj^TS 
hetweeii 49-8 and 41 48, that foi* four rej^ions eom])risinf>* 141 
millions be(\\een 3T7 and 35*(i, whereas (hat for the three eomiJris- 
iii.o- 97-3 millions between 28-39 and 29'41. The total raiif^e is 
therefore very extensive from 28*39 to 41*48 and the average for 
all British India eomes up to 33-35. 

Some of these <*oeftieients <‘an Itecoine intelligible only if we 
plaee them in the ])erspective of eertain tijj'-ui-es in fairly lar^e- 
siy.ed European countries. Tlius we have seven out of eij^liteen 
roinparartt tnoal i (districts) ot Italy, namely, Sardinia (30*45 per 
thousand), Veiieto (30*77), Abruyzie Nolise (32*33), (Vim])aiiia 
(33*11), Calabrie (33*74), Buf^lie (34 59), and Basilicata (39*22) 
exhibiting* in 1J125 tl»e ran^e alxtve 30 up to 39*22. The birth 
characteristics oi Madras, the Vnited Provinces, Bouil)ay as well 
as Bihar and Orissa belong** in pure statistics to these rej;*lons 
scattered as they are in ditferent parts of the Italian mainland and 
islands. In other words, the men and women in the lunj^dibourhood 
of, say, Benares, Lucknou , Poona and Ahmedabad, Patna and 
(laya etc., would not find it diflicult to .understand the conditions 
prevailinj^ in the human lives of Naples and Salerno as well as 
Brindisi and Bari, Similarly, the birth conditions in the 
surroiindinpfs of Borne (Ea/io district, 28*71) or of Venice, Padua 
and Verona (A^eneto) would aj)peai* assimilable to those tt» which 
the Aswsamese, the Ben/Jcalis and the Burmese are used. 

It is more reasonable, however, to compare the birth rates of 
ibe Indian provinces vriih those of the single states of Europe 
rather than with those of the districts in the European states. 
As tlie largest province of India, Bengal, with its quinquennial 
mean 28*9 per thousand can then be placed almost on a par with 

^ Comi>endt 0 i^tatisHco 19S0 (Borne) p. 36. 
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entire Italy (4(1 mill, in 1925) with 2782 per thousand. When 
one analyjces the hirtli-fit*mres intensively one finds, Iherefore, that, 
statistieally speaking, one ivS hardly justified in using* sueh 
expressions as they “ Indian hirth level ’’ or European hirth- 
vstandard ’’ and so forth. It is evideni that Bengal might lx* 
])laeed in Europe exaetlv where Italy ha])pens to be and Italy 
inighl ehaiige place with Bengal in Asia. 

The above remarks hold good m the main aboui more recent 
figures also. In JVbriiarv ltb‘ll the latest (‘ensus was taken and it 
ib possible to describe (he nine provinces in regard to the ratio 
per loot) of estimated population as in June 19JJ().i'* 

The birth rates for 1930 are ])laced in ihe thrt‘e following 
groups : 

I. . I bore 40 jin UtOO (for a total of 15*5 millions) 


1. (Vniral Brovinces (15*5 mill.) . 43*4() 

II. I{f;firern :i0 (inf! 40 per 10i)0 (for a iotal of 179*3 millions) 

1. Bunjab (23*5 mill.) . . 38*91 

2. Madras (47 7 mill.) 30*17 

3. United Brovinces (48*4 mill.) .. 34*48 

4. Bombay (22*2 mill.) 3t*47 

5. British India (208 1 mill.) 33*38 

0. Bihar (37*5 mill.) ... 33*18 

III. Ujider 30 per 1000 (for a total ot 73*3 millions) 

1. Assam (8*0 mill.) ... 29*53 

2. Burma (140 mill.) 27*16 

3. Bengal (50] mill.) 25*80 

There was only one i)rovince in (Iroup I, the Punjab being- 


removed to Group II. The second grou}) comprising, as i\ did, 
five provinces accounted for a total population of 179*3 millions. 
The change in the order of jirovinces in this grou]) is to be noted. 

Annual fieporl of (he J^uhlu Health Coninnssioner with tfu Uoverumeut of 
Jndtafor /5l3!r^ (Calcutta 1982), Vol. 1, p. 6, (population of the provinoes in 1981), 
p. 489 (ratio per 1000 of eati mated population in Junot l980.) 
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liiliar which had been ihe first in the 1922 — 2() schedule was the 
last in the 1930 classification. (Iroiip III comprised the same 
three regions as before, namely, Assam, Burma and Iten^^al, the 
laiter two chanjjing places. Bengal with 26 86 came dowm to the 
bollom and was lower than Italy of 1926 with 27-82. 

III. The World Standard in Birth-rates (1927—30). 

To masler the sij»*nificance of the figures as re^isterino- the 
facts of inlernational vital statisti(‘,s on a more extensive s<‘ale let 
us examine the “ world-standard ” in the matter of Idrlhs for the 
year 1927.''**^ And we shall distribute the same (|uinquennial inetiu 
ratios from India (1922 — 26) in this medley of nations. It is 
]>ossible then to observe the birth -behaviour of mankind as ^TOui)ed 
in the following three classes. 

I. Aijovk 30 PKit TnousANi) (1927) 



{a) ahffvf 4(i />cv- 


1. 

B. S. l\ S. B. 

4;i-7 



427 

a. 

Chile 

41-5 

4. 

(Vntral Provinces (Ind.) 

41 48 (1922—20) 

i). 

Punjab (Ind.) 

40-8 (1922—20) 


(/;) heiwcvn 30 atu! 40 

prr thousond 

(i. 

Bihar and Orissa (Ind.) . . 

'4 

I 

1 

7. 

.1 apan 

• 35-0 

8. 

British India . . 

:U-8 (1920) 

9. 

Bombay (Ind.) 

;14 17 (1922—20) 

10. 

Bumaiiia 

34- 1 

11. 

United Prov, (Tnd.) . . 

34(H 

12. 

British India 

33 35 (1922—26) 

la. 

Bnlgmna 

32-9 

14. 

Portugal 

32-4 

15. 

Madras (Ind.) 

31-7 (1922—20) 

10. 

Poland . . 

31 0 

17. 

Argentine 

31-3 


Amntaire SfaitsHtjne fntermlioml I92H (Uencva) p. 2B, Siatistisches 
Jahrbuch fuerdas Deutsche Reich t930 (Berlin), Infeniationale Uehersichten^ p. IS, 14. 
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11. Brtwkkk 30 .\Ni> 00 PEH TirorsA.vn 0027) 
(a) hptwcru 35 nntJ ,‘Jfl 


1. 

Lithuania 

... 2!H 

2. 

Aftsani (Ind.) 

.. 21)-41 (1022—20) 

0. 

(1 11(1.) 

.. 28 0 (1022— 20) 

4. 

Spain 

. . 280 

5. 

Burma (Tnd.) 

.. 28-30 (1022— 2(i) 

0. 

Italy 

. . . 200 

1 . 

H nnofary 

... 25-2 


(h) hpftreen 

20 an /I .25 

«. 

(’anada 

... 24-0 

!>. 

( V.eclioslovakia 

.. 23-3 

10. 

Holland 

... 231 

11. 

Australia 

... 21-7 

12. 

II. S. A. 

.. 20 0 (1020) 

13. 

New Zoalaml 

. . 2()-2 


Til. f'NDKK 2(1 i*pi{ Tiior^vNi) ( ni27) 

1. 

Germany 

, . IS-3 

2. 

Belgium 

. 18-3 

0. 

.France 

. . 181 

4. 

Austria 

... 17-8 

5. 

Switzerland 

... 17-4 

6. 

Engfland and Wales 

... 10-3 

7. 

Sweden 

... 161 


Let us call Group T the ffroiip of “ hififh ” birth rates, Group 
II will then be the proup of “ mediiiin.” and Group III that of 
“ low ” birth rates. 

F. H 
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The main features of the (xroups remained the same at a 
later date, in l930.‘-*> For this ihe most re(‘ent period of 
shitistics the elussifi(‘ation of oountries would look ns follows: 

I. Ahovk 30 vvAi TirousAKi) (1930) 

(a) Ahov4’ 40 per thousand 


1. Palestine (1-3 millions) 52 9 

2. E«*ypt (14-7 mill.) ... 444 (1929) 

3. (V)sia l{i(‘a (0-5 mill.) 44*2 

4. (Vntral Prov. (15*5 mill. Ind.) ... 43*40 

5. H.S.F.vS.E. (82*0 mill.) ... 42*7(1928) 

0. Straits Settlements (1*1 mill.) , ... 40*0 

(h) Bntirec*n oO and 4fJ p(^r ilantsand 

1. (^hile (4*2 mill.) ... 39*8 

2. Ceylon (5*3 mill.) ... 39*0 

3. Punjal) (23 5 mill, tiid.) 38*91 

4. Federated Malaya States (1*7 mill.) . . 37*2 

5. Porto Bico (1*5 mill.) .. 37*1 (1929) 

0. Jamaica (1*0 mill.) ... 37*0 

7. White Russia (4*9 mill.) 30*4 (1928) 

8. Madras (47*7 mill. Ind.) ... 36*17 

9. Ukraine (29*0 mill.) fV)*3 (1929) 

10. Rumania (18*0 mill.) , ... 35*0 

U. Philippines (12*3 mill.) .. 35*0 

12. United Prov. (48*4 mill. Ind.) 34*48 

13. Bombay (22*2 mill. Ind.) . . 34*47 

14. British India (268*1 mill.) 33•^l8 

15. Bihar (37*5 mill. Ind.) .. 33*18 


Amntnire Statistigne de la Sonefr 1931*32 (CU»iU‘Ya t030), pp, 18-26 

1 total population^ p. 62, (annual birth ratofty For India I (b) 14. refers to 
Annual /l4‘/>0rf of the Ptthlir Health Comfuimouer with the (tovemmeni of India 
for 1930 1 p. 4B2, and the second n^nre is taken from the Annmtre* See 

also the Amwair 3taHsHgue dela Statistique Generate de la France 1981 (Paris 1982). 
pp. 19, 18. 'Phe fif?nres in the Sla/ivliral Abstract for the United Kin^om {1913-^31) 
(London 1988) are slightly different, pj). 6—7. 
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1(5. 

Jh-itinli India (;ir)2 ;i mill.) 

:52-9 

17. 

IVdaiul (821 mill.) 

;52-4 

18. 

Japan ((54*7 mill.) . . 

:52-4 

19. 

(ireece (6*3 mill.) . . 

;50-9 


llnlKaria (5 9 mill.) . . 

.S0() 

21. 

Porhi^al (61 mill.) 

;«)•() 

22. 

Ar^eiilina (ITl mill.) . . 

;50 1 (1929) 


TI. HjrrwhKN 20 wn 80 vm rirorsAM) (1080) 


(//) 2J and 


1. 

Assam (iS() mill. Ind.) 

29-53 

o 

lla\\aii (^08 mill.) 

29-;} 

a. 

Veju'/Aiela ("8*1 mill.) . , 

28-9 

■1. 

Spain (28*5 mill.) 

282 

7). 

liitliuania (2*8 anill.) 

27-3 

(i. 

Hiirma (14*6 mill. Ind.) 

2716 

T. 

Italy (411 mill) 

2(5-7 

8. 

Union of South Africa (8'0 mill.) 

20(5 

9. 

Jknoal (501 mill. Tnd.) 

25-8(5 

10. 

Hungary (8*6 mill.) 

25-4 


(li) Deliwen- 20 and 23 


J. 

Uruguay (1*9 mill.) 

240 

2. 

('auada (10*2 mill.) 

23-9 

3. 

Ifetherlands (7*9 mill.) 

23-0 

4. 

Czechoslovakia (14*7 mill.) 

22-7 

5. 

Finland (3*3 mill.) 

222 
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HI. 


UM)Eit 20 PKu TirorsANii (1930) 


1. 

Latvia (1*9 mill.) 

... 

2. 

Australia (6*4 mill.) 

.. 19-()S) 

3. 

frisli Free State (2*9 mill.) 

... 19-8 

4. 

U. S. A. (123G mill.) 

... 18-9 

5. 

New^ Zealand (1*5 mill.) 

.. 18-8 

(i. 

Belgium (8*0 mill.) 

... 18-7 

t . 

Denmark (3*5 mill.) 

, . 18-7 

8. 

France (41*8 mill.) 

... 18-() 

{». 

Germany (64*4 mill.) 

.. 17-5 

10. 

Norw^ay (2*8 mill.) 

... 17-4 

11. 

Esthonia (1*1 mill.) 

.'. 17-4 

12. 

Switzerland (4*0 mill.) 

. . 17-2 

13. 

Austria (6*7 mill.) 

. . l(i-8 

14. 

United Kingdom (45*9 mill.) 

... 16-8 

15. 

Sweden (6*1 mill.) 

. . 15-4 


In the above birth-s(*ale of natioTiH u rnuiiber of new (*oiuitries 
has been luken in. *One or two items rail for notice, (’bile has 
been bi’ought down from siib-grouj) (a) to snb->?roup (b) in Group I. 
Australia, T7.S.A. and TSTew Zealand have been brought down from 
Grou}) TI to Group HI. In each group and sub-grouj) tlie position 
of the regions huvS changed somewhat. But the countries were 
more or less (be same in 1930 as in 19^7. The trend in the decline 
is not to be ignored, however, as indeed it will be discussed in a 
subsequent seed i on . 

IV. The Blrth*Rate under Climatic Conditions. 

The Ijigh birtli-rate group comprises twenty-eight items and 
as the range is rather extensive (from 30 to 52‘9 per iliousaiid) we 
have divided it into two sub-groups. In the subgroup (a) there 
are three regions in Asia, one in Europe, one in Africa and one 
in (Vntral America. A glance at the map will show that these six 
regions (ire distributed in the most ** arbitrary manner conceiv- 
able in fhe two hemispheres. There is, besides, hardly anything 
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ia common between these regions from the standpoint of climatic 
characteristics. It.S.F.S.K. is indeed hiij^e enougli to be describ- 
ed as a continent by itself and natiirall\ embraces a diversity of 
temperature and rainfall. Palestine is imicli below E.S.F.S.K. 
in latitude, further below are Kj»:ypt and the Indian ('entral 
Provinces. These latter, althou«h lyin<>' within more or less the 
same latitudes do not belong- to one and the same (‘limatolooical 
zone, because of the fundamental ditfereiH‘e in their mountain and 
river systems, et^*. ]Sor does (V)sta Pica exliibit the same hydro- 
^Taphical and orolo^ical features as Palestine or the Straits 
Settlejnents. In teinis of latitude, longitude, heat, moisiure, rivers 
and mountain systems as well as currents of winds and ])roximity 
to the sea we have in this sub-f>:roup really six heteroj^’eneous 
zones. And yet they constitute but one zone from the standjunnt 
of demo^'rai)hy, namely, the zone of hig’h or rather highest birth- 
rates. Palestine with 521) may be taken as stahdin^* apart from 
the rest. Demo^rapliic ('ousins and relations are not f»eo«‘raphi(j 
neig'hbours or comrades. We encounter here uniForniity of socio- 
biological and socio-economic }>henomenon even in sjnte of 
diversities in geoj^Taphy , meteorolog\ and (dimatology. Birth- 
rates have reacted indifferently to trie phvsical or physiographical 
conditions of the habitant. 

Tile twenty-two items of the sub-gronj) (b) or rather the twenty 
countries texeluding the two counts of Ilritisli India) point 
similarly to tlie same story. In this c()m])any dapan, the 
Philippines, f’eylon, Malaya and the five Indian Frovimos belong 
to Asia, White Eussia, Ukraine, Enmania, Poland, (Ireece, 
Bulgaria and Portugal to Europe, wdiile four, namely, Chile, Porto 
Eico, Jamai(‘a and Argentina to Central and Soutli America, 
(limatographically Japan certainly does not belong to the inland 
systems of the U.P. and Bihar in India nor of (ourse of Poland 
in Europe. A high birth-rate zone has been constituted out of 
diverse physiographical (‘oiiditions obtaining in the different 
quarters of the globe. There is no i)hysi<‘al nexus, no local tie 
binding the demographic ueighlKJurs or relatives with one another. 
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CoiuniuTiities pfisnessing more or iesn tlie same birth-iiulex do not 
flock toj>etliei\ They happen to he scattered hroadcjast in all 
directions. Heprodnctive virility has inanitested itself to one and 
sajne extent under diverse suns and stars. In another way of 
lookino’ at thinf»‘s we find that fecundity like adversity “ makes 
strange hed-fellows.” 

Deinofrraphit* Jai>an can thus he sandwiched between Indian 
llihar and European Greece, the Indian U.l\ (1922 — 2t)) between 
liul^aria and Kumania in the Halkans (1927) and Madras between 
Wliite Russia and Ukraine. Gu the other hand, tlie Japanese 
Ivsles in the Ihuafic and Poland of European inland find themselves 
on the same level. In all these cases the birth-lines have to be 
drawn independently of leference to tlie heat-lines, isotheians and 
ocean-streams. 

The European regions of the sub-^roup (!>) are exhibited below 
for the purjiose of detailed analysis: — 


1. 

White Russia (4*9 mill.) 

. 4(r4 (1!)28) 

•)_ 

Ukraine (29‘P mill.) 

m (1929) 

;<■ 

Rumania (18*0 mill) 


4. 

Poland (32*1 mill.) 

424 

■'). 

Greece (6*3 mill.) 

. 4(!!) 

(i. 

Bulgaria (5*9 mill.) 

40() 

7. 

Portugal (6*1 mill.) 

.. 4()K 


Of these seven territories all except l^>ring•al may be said to 
l>elonf»’ to one ^eoj^raphical complex. At any rate, they are 
phyHi(*ally neij^libours to one another. Bej^inniufr with (jreece at 
the southern end we go northwards j)assing Bulgaria, Rumania, 
and Ihdand in succession. And if we turn eastwards we have, 
first, Ukraine and then, White Russia. This huge European 
hlo(^k exhibits the hirth-eoefficieut ranging from 80*6 to 36*4. For 
certain purposes these regions may be regarded as belonging to 
the Near East. Very often it is jjossible to describe them 
constituting the “ Balkan Complex,” although somewhat enlarged. 
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PerliapR the description, ( Vniral-Easlern and Sonih-Eastern 
Europe, would suit these territories in an ajipropriaie nianner. 

In iliis Euro])ean coinjilex of hij»h l)irth-(‘oefticienls Rumania, 
and Poland to^efher account for 501 inillion inhabitants. The 
United Provinces of India (48*4 mill.) j)ossessiT 4 ;‘ they do tlie 
coefficient 0448 mi«ht tlien be, demof»Taphically speakinj»*, placed 
ill tliat part ot Europe where Poland and Rumania are situated. 
Ur, a^ain, Poland and Rumania (‘oul<l he pla(‘ed in India where 
Madras (48*4 mill.) with 80*17 has its ])lace. 

Jt is to be observed that the whole of Soviet Russia in its 
European territories belonj>s to tlie zone ot hi^h coetticients. t)ne 
])art, R.S.h\R.S. belongs to sub-^roup (a), and the two remainin{>* 
])arts. White Russia and Ukraine to sub-”*roiip (b). In tliese three 
parts Soviet Russia is inhabited by 127*t) million ])eople. 

For Europe, then the total liip*h-(*oefticient ^roup is made u}i 
nl the following- factors; 

1. Russia 

a. R.S.E.R.S. i 

b. White Russia > l!27*t) mill.^*^-^ 

c. Ukraine \ 

2 . “ llalkan complex in ])ar1 

a. Poland 

b. Rumania 

c. Hulf»aria 

d. (ireece 

8. Portu»’al 

0*1 mill. 

Total ... 195*4 mill. 

We find that U)5*4 million inhabitants of Europe exhibited 
the birth index ran"in.t»’ from 80 to 427. The total pojuilation of 
Europe (in<*ludin<^ the whole of European Russia but exclusive of 
Asian Russia) was estimated at 505*7 millions in 1980. Tn other 

Anmtairf Siati^fique (Ueneva), |>. 26. 

“ The figure for the total is not the exact sum of the iiKtivUiiml ngures,*’ 


mill. 
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words, 38-6 per cent, i.e., more than one-third of the population 
ii: Europe was used to the high hirth rates of Group T. 

('limatologhally, then, as is well-known, Europe is not one. 
Nor is Europe to be distinguished from other continents or sub- 
(‘ontinents so far as ihe pragmatic bearings of climate on the birth- 
behaviour of nations are concerned. The Near East, the Balkan 
tkmiplex, the whole of European Russia, ( Vntral-Eastern and 
South-Eastern Euro])e, indeed 88'b per cent, of the men and women 
used to the latitudes, longitudes, mountains, rivers, seas, winds 
as well as flora and fauna of Europe were in 19M() behaving in the 
selfsame manner as the inlmbitants of regions in Central and 
South America, the Far East, Western Asia and Africa and 
(‘eriain parts of India. 

The se(‘ond group, lhat of “ moditim birth-rates comx)rises 
fifteen conn tries, and these again as usual are widely distributed 
thr(nighoiit the world. This, again, admits of a division into two 
sub-groups. We find that Italy finds lierselt between Burma and 
Bengal, Burma between Lithuania and Italy, Bengal between 
Italy and Hungary,* Czechoslovakia between the Netherlands and 
Finland. It is to he observed that three Indian regions, namely, 
Assam, Burma and Bengal belong to tlie group of medium birth- 
rates and that indeed Italy’s birth-rate (JifiT) is slightly higher 
than BengaFs (25*80). Altogether; the continuity of the sIoav 
curve fj ()m '22'2 up to 29*53 covering ‘as it does fifteen regions is 
(luite i)atent. It is equally patent that this demographic 
contiiuiity is not paralleled by a geograjihical propinquity and 
affinity or (‘ontinuity of heat-;.(mes or rain-zones or other physico- 
I)hysiographic zones. The zones of medium birth-rates are then 
like those of the high birth-rates, independent of geographical 
position and climatological comj)lex. We notice once again, that 
(me and the same fe<nindity-chart havS to be plotted out and 
superimposed on the most diverse metPon)logical and climatological 
charts. As long as the Bengali is a close demographic neighbour 
or (»ousin to the Lithuanian of Northern Europe, the Italian of 
Southern Europe and the Hiingarian of ('entral-Ea stern Europe 
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liuman reprodurtivity is to W treoted as (»a})al)le of flourish! 
with oue and the same dej^'ree of virility under the most varied 
l)hysiro-physio^Tai)hical eon dit ions. 

Y. The Race-Factor. 

We shall now examine the zones of hif^h and medium birth- 
rates from the standpoint of their racial make-up. To take the 
liiohest birth-index first. We find that it is represented equally 
by file Slav and Slavo-Tartar and other hybrids of Northern and 
Eastern Europe, the Arab, Semitic, Arab-Copt and other hylirids 
of north-eastern Africa, the Latin (Spanish) and the Lat in- 
American Indian ” and other hybrids of vSouth- America, the 
‘‘ Indo-Aryans,” Aryo-Dravidians and other hybrids of Northern 
ynd (Vntral India as well as the Malayan hybrids of the Straits. 
He it observed vv p(tss(fTit tliat racially the Punjabi does not belonf^ 
to the same stock as the Marathi or TTindi-speakinf>* Indians of the 
(Suitral Provinces or the Oujaratis of Bombay'. Race-mixture is 
an ethnic fact in all the six regions of the sub-group (a) in Group T 
as really in every group of mankind. For our present purpose 
it is only necessary to note that high reproductivity is distributed 
far and wide amongst the most diverse races. Theije is no special 
ethni(‘ affinity or comradeship between the jieoples which agree in 
the high reproductive facts. The most thickly coloured chart of 
the world from the standpoint of birth-rate is not charatderized l\\ 
any special sets of anatomical or physiognomic features, any 
cliaracteristic skin pigment, const rindion or colour of the eye, nasal 
angle, or hairform. Vital statistics have succeeded in bringing 
together under one <*over men and women from the ethnologically 
very distant groups. 

The diversity of ethnic elements is no less manifest in the sub- 
group (b). The “ Mongoliams ’’ of Japan, the S(\vtho-I)ravidians 
of India, the Latins and Slavs of Europe, the “ Spanish- 
Americians/* the Creols, the Malayans, and what not have met on 

” Friedrioh : Minerr'a Atlas ( P' 5 — {Das IVetter, Das KHma 


t. II). 



612 t)R. BfiNOY KtMAfe SARI^R 

a common platform in order to exhibit the birih-index of 30*1 to 
39*8. The Tamils and Andhras of Southern India are found to be 
intimate comrades of the Exissians, Eumanians, nkranians and 
the Biharis, Oriyas, Gujratis and Maratbas close (ompanions of 
the Japanese, Greeks, Poles, Portuguese and Bulgars. Ethnological 
charts have indeed to be forgotten while one seeks to plot the 
fftVAindity-charts of mankind. 

Let us then take the zone of medium birth-rates. Here also 
in the sub-group (a) the Slav shakes hands with the Latin and the 
Magyar, and all the three with the Assamese, Bengali and 
Burmese, i.e., the Mongolo-Dra vidian, Aryo-T)ravidian or pre- 
dominantly Mongolian elements in the Indian stocks. In the sub- 
group (b) we come a(*ross n new race, the Teuton. The Teutonic 
element is not ])redoniinatit in this group, however. In (^anada 
it is not the exclusive fa(*tor. Indeed the Teutons are co-citizens 
here with the Latins and others: and in (Czechoslovakia, again, 
the Slav shakes hands with the Teuton. Then there are Uruguay 
and Finland wliere non-Teutons are the ruling factors. The lower 
level of the medium #birth group (20 to 25 per thousand) is thus 
like the upper (juite multiracial. It is noteworthy, however, that 
while the Slav and the Tjatin are in evidence as much in the high 
as in the medium birth-groups, and the Tiutin can go further 
tlowii, as we shall see later, the Teuton^s birtli-range does not 
extend to the high, nay, does not transcend the lower level of the 
medium. While conscious of this distinctiveness it is still possible 
to observe that birth-index has made the Slavs, Latins, Magyars 
and Teutons ‘‘ bed-fellows of one another. And so far as the 
vsub-group (a) is concerned, it is no less obvious that the immediate 
demographic neighbours of the people of Bengal are the liatins of 
iSpain and Italy, the Slavs of Lithuania, and the Magyars of 
Hungary, Altogether, th^n, the charts of human reproductivity 
can ignore the charts of ethnography* 

The category race is being used here in n comprehensive 
sense so as to include not only blood-element and the items of 
physical anthropology Imt some of the cultural elements as 
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well, for iustanre, fiint reli^iouH and secondly, marriaj^e cusioms. 
But we may take some of the (uiltiiral items separately also and 
we have to observe that the Moslems of Eg:ypt, Palestine and the 
Straits Settlements, the Greek (Orthodox) Catholics of Russia, the 
Homan Catholics of Central America, the Jews and ChristiaJis of 
Palestine, as well as the Hindus and Moslems of certain regions 
in India, however much they differ in cult, rites, ceremonies, and 
superstitions agree in keeping the birth-index at the highest level. 
Some (d the members of these religions exhibit a somewhat lower 
level too, and in that good company seek the Buddhists of Japan 
also a place. It is io be observed that the “ wandering’ Tew ” is 
to be found in each of the two sub-grou])s. 

All these religions and their denominations are no less 
represented in the zone of medium birth-rates. One important, 
item to n(de is the appearance of the Protestants as a new element 
in the faith factor of the birth-(*harts. The index-range from 
‘J0*2 })er thousand to 2(r(i per thousand, is a noticeable feature of 
tlie Protestants. But it is to be observed that neither in Canada 
nor iji Hungary or the Union of South Africa can Protestantism 
be regarded as the sole religious denomination. The Catholics (and 
Jews) also play an important role in these countries from the 
standpoint of number and have therefore to be cited as to a certain 
extent responsible for the mediumness of the birth-rates. Then, 
again, in Spain and Italy the Homan Catholics are preponderant 
UJid Homan Catholicism can therefore claim the medium birth- 
rates for itself. The same may be claimed likewise by Hinduism 
in Assam and Bengal as well as Buddhism in Burma. It is 
obvious, therefore, that medium index is not the exclusive feature 
of any particular religion or <*u8tom, but that like the high index 
it counts among its contributors all the great and small religions 
and denominations of the %vorId. Religion can, therefore, he 
ignored, broadly speaking, by the international birth statistics. 

To avoid misunderstanding it is proper, however, to note 
specially that Protestantism is hardly, if at all, in evidence above 
the birth index of 26C per thousand (South Africa). The other 
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religions or clenomiTiationH, however, begin at the topmost and 
oome down io 22*2, And as we shall see later, Eoman Uatholicism 
can go hand in hand with Protestantism in bringing the birth- 
index iiinch lower than 20 per thousand. 

YI. Poiltios and Birth-Rates. 

licaving the noteworthy features of Protestantism aside f(W 
the present let us step out of race and religion into tlie doiuain of 
p(diii(*s, and we find that the birth-charts are as indifferent to 
politi(^al as to ethnographi<‘al and <*]imatographi(*a] (harts. In the 
high birth group Palestine is a mandated area, Egypt is a semi- 
subject country, the five Indian provinces as well as the Straits, 
(Vylon, Malaya States, Jamaica and the Philippines are subject 
('ountries. The remaining twelve are independ(uit conntrievS? and 
among these last, indeed, t\No, Russia (P.S. F.S.E. White Russia 
and Fkraine) and Japan, are kuowji to he ‘‘ great or first 
(‘lass powers.” The degree or kind of political independence has 
failed to engender chajacteristic birth-coefti(*ienls “ natural ” or 
necessary to each, and to bring about a distinction in fecundity 
between the different peoples. No matter wliether the peoples are 
siibj('ct, semi-subject or free, one touch of reproductivity has made 
them all kin, and vital statistics brought I hem together under one 
roof. A Inrth-rate kiiishi]) prevails * in the midst of politit^al 
diversities in tlie medium group also, where, again, a ‘‘ great 
power Italy, and an Imperial jmwer, the Netherlands, are oh 
terms of vital intimacy with what may he described as lower 
grade states, Ituleed Italy (26*7) is the closest neighbour to the 
subject countries, Burma (27*15) and Bengal (25*86). Evidently, 
even with medium birth-rates certain countries can win freedom, 
for instance, Lithuania, Hungary, Ossechoslovakia and Finland, 
and others maintain their political independence, nay, acquire the 
status of a great power. Similarly, a high birih-rate has not 
prevented Poland from acquiring independence, or Argentine, 
Portugal, Bulgaria, Greece and Rumania from maintaining it in 
tact. Nay, with a bkth rate as high as that of British India and 
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lii^lier lluui ihal of Asnani, Burma and Benj^al, Japan can still 
h(‘ a firsi-class power, tind of course R.8.F.S.R., winch with 4‘^T 
per Ihousajul approa(‘hes even the Central Provinces (48‘4()) and 
heats ihe Punjah (38 f)l) has always been regarded as a first class 
power. 

The situation does not change when instead ot general facts 
healing on external sovereignty the constitution or form of govern- 
ment is (‘onsidered. It is self-evident that in every one 
o! these Groups the form of government is varied. Peoples with 
the monarchical constitution (Sweden and the United Kingdom) 
are found to he demographic hed-fellows with the vepuhli(‘an 
peojdes (Fran(*e and Swit/erland). Birth-{*harts have not followed 
any constitutional majis. Neither republic nor monarchy can he 
described, on the evidence of facts, as in any specdal sense (‘alculat- 
eci to pjoniote or hinder certain ranges of hirth-coeliicients. 

VII. The Low ’’ Birth-Group of Today. 

It is now’ time to attend to the low’ birth group (154 to 19-9 
per ihousand). Tliere are fifteen countries in this group. First, 
ihen, as regards geographv and (dimatology, the (dentral- 
European regions, Germany, Austria and Sw^it'-ierland, are 
tundamentally “ continental.” They differ essentially from the 
“ insular ” British Isles, New’ Zealand and the Irisli Free State. 
Latvia, Esthonia, Sweden and Norway of Northern Europe as w^ell 
us Belgium, Denmark and France are sea-w’ashed. The heat- 
lines of the almost peninsular France sharply dift'erentiate her from 
Central Europe on the one hand and the Northern islands and 
peninsula on the other. Then there are tw’o “ continental ” blocks. 
Hie IT.S.A. and the island ” Australia. In spite of all tliese 
physico-physiographical diversities the regions have been made to 
move to one point under the magic wand of birth-behaviour. 

(a) Foothieaources, Climate and Birth-rate. — While discussing 
the (dimatological conditions of the high, medium or low^ birth- 
rates it is perhaps desirable to direct attention to a fact of rather 
universal importance in the economic structuie of mankind. In 
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aucdeiit and medieval limes down to the beginnings of the industrial 
revoluiion the entire (dvilized world was the theatre of agricultural 
'operations. Agriculture was indeed a synonym for civilization. 
Ill other w'ords, in spite of differences in latitude, longitude, heat- 
waves, wind and sea currents, mountains, rivers and so forth the 
valleys of the Nile, the Euphrates, the Hwangho and the Indus, 
as well as the regions of Hellenic and Iiatin culture, Gaul, Britain, 
Prussia, the countries of Northern and Eastern Europe were all 
agriculturally fit enough to be in the main “ autarchic or self- 
sufficient in food and raw materials of the handicrafts. Even 
today all the different (torners of the two hemispheres with the 
ex(*eption of acitual deserts are agriculturally fit to maintain (juite 
a mass of human beings unless of <*oursc the people themselves 
choose to neglect agriculture in the interest of some other economic 
activities, and remain more or less “ monocultural/’*-^^^ 

We may take the case of the United Kingdom which is to be 
regarded as an extreme instaiu'e in regard to the dependence on 
foreign countries for food supply. And yet her capacity to supply 
herself is not negligible. 

In 1913 the out-turn of wheat in (ireut Britain and Ireland 
wuis l,f)76,(K)() tons.*'^'* The total import in that year was 5,294,(K)D 
tons. The home production was thus 22*9 per (*ent of the United 
Kingdom’s total supply. 

The out-turn and imports of two other cereals, namely, barley 
and oats are shown below for the same year iji Ions: — 

’ll 

Cereal Home Production Imports Total 
1. Barley 1,580,0()() 1,122,000 2,702,000 

Gats 2,930,000 908,000 3, 838, OIK) 

In barley the home production was 58-4 per cent and in oats 
70*3 per cent of the respective total supplies. ' 

In regard to Auiarkie and Monokultur sec tbe Zeitzchrift fuer GeopoUtik 
(HerlinM982-88. 

** Statisiual AhsMtet for fke United Aln.{,^dom 1913 to 1931, (London 1983} 
PP. 44-^245,840-41. 
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For the year 1931 the position of the three cereals in regard 
to home production, imports and total supply is indicated below 
(in tons): — 


Cereala 

Home Production 

Imports 

Total 

1. Wheat 

1,013,000 

T), 971 ,000 

0,984,000 

2. Barley 

848,000 

771,000 

1,019,000 

3. Gats 

2,087,000 

438,000 

2,526,000 

In wheat the 

home-pro(liH‘tiou was 

14'5 iier ceid, 

in harley 


02 3 ])er cent and in oats 82 0 iier cent of the respective total 
snpjdies. 

For the present we are not interested in the economic and social 
reasons for the United Kin^’doni’s decline in home production as 
re^i*ards (‘ereals. lint it is evident that the proportion is consider- 
able and we understand that from the standpoint ot agricultural 
fitness as a purely physical or physico-climatological phenomenon 
there is nothing to prevent the United Kingdom from developing 
larger doses of autarchy in regard to the supply of cereals. 

The “ natural fertility ot U. K. or, at any rale, its 
“ ])roductivity,’’ which is no less a cultural than a natural fact, 
is remarkable. In the international scale ot yields per 
hectare (2 1/2 acres) the Ihiited Kingdom’s position is (piite high.'-^‘‘ 
In regard to wheat some of the highest yields ]>er ha. are indi- 
cated below in (juintals (namely 2 cwts.) for the year 1930-31 : 

Netherlands 
Denmark ... 

Irish Free State 
Sweden 
Malta 
Belgium 
Germany ... 

New Zealand 
United Kingdom 
Switzerland 

•® Stathtual Abstract for the U. K. 19JB— (London 1938) pp. 246-47 
Ammaire Statistique de la SocUU des Nations 19St-89 (Gt*nov0 1982) pp. 86*87. 


j > 


28-7 q. per lia. 
27(i 
27-6 

22 a 
22-2 
21-7 
21-3 
211 
20-2 
19-6 
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In other words, the United Kinpfdoni is one of the most 
productive regions of the world so far as the out-turn of wdieat is 
concerned. In productivity she is far above the well-known agri- 
(uiltural regions, nay, the vso-called wheat-powers of the world. 
Thus, for instance, the yields are as low as the following in the 
world’s famous wheat-belts : 


Canada 

11-4 q. per ha. 

U.S.A. 

„ „ 

TJ.II.S.S. ... 

8-7 „ 

India 

8-8 „ „ 

Argentina 

79 „ 

Australia ... 

7!> 

We should understand tliat (‘limatologicallv the U. Iv. is Oy 
all means a much better wheat-region than inai'iy areas that have 

in re(‘ent years acquired the reputation 
trade-statisti(‘s. 

us siicli in inlernniional 

In barley‘^’^ the IJ. K^s position is as 

follcvws : 

Netherlands 

2H2 q. per ha. 

Denmark ... 

28-0 „ „ 

Irkh Free State 

2ry5 „ „ 

Belgium 

24-4 „ „ 

Malta 

23-8 „ „ 

Norway 

18-7 „ „ 

New Zealand 

190 „ „ 

Germany 

18-8 „ „ 

United Kingdom 

18-5 „ 

Japan 

18-4 „ 

, * ’ Ammaire Siafisfiqm, pp. 
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The IT. K. was in 1930-31 the ninth in the liai of statistically 
recorded regions in barley and wheat. And it is interesting to 
observe that none of the “ agricultnral (‘oniinents/' nay, none of 
the agricultural zones of Europe, neither Russia, nor the Balkan 
(Vunplex, nor the Baltic states, nor France possessed a productivity 
index high enough for a place among* the first ten. 

As producer of oais‘^^ the U.K/s position is likewise high by 
the world standard us indicated below: — 


Denmark 

25-7 q. per 

ha. 

Irish Free 8tatc 

24 G „ 

> j 

Norway 

20 4 

9 9 

Belgium 

20-3 „ 

» » 

New Zealand 

200 

) 1 

Netherlands 

19-8 , „ 

9f 

Switzerland 

19-7 „ 

9 > 

United Kingdom 

19-3 „ 

99 

vSweden 

1T4 

>» 

Germany 

lG-4 „ 

99 

In the produc tion of oats also none of 

the alleged agricultural 

count lies in Asia, Africa or America could stand cMunparison with 

U. K. in 1930-;^!. 

We are not intereMted for the time 

being in 

comparative 


productivity as such or in the e(*onomics of agriculture. It is 
enough to be convinced that industrial powers like the U. K. and 
Germany are, so far as agriculture is eom^erned, more “ fit to 
become autarchit*. or self-sufficient in food supply than it is the 
custom to imagine among economists and statesmen. Indeed, they 
are agriculturally stronger and better equipped than most of the 
world-famous agricultural regions. And whatever be the climate, 
agriculture, especially the cultivation of food crops, has been known 
to flourish in the most diverse regions of the wwld. 


Annuairt St^uHque^ {Ibid) pp. 92-98. 

h\ 6 
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Should ilie populatiou of a region l>e dependent on its 
possibilities or (apacity for the produetion of food, then regions 
like the T^ f\. or (7erinan\ , i.e., such territories as during thei 
most receni ejmehs of (uilture-lnstorv^ do not happen to he known 
as agricultural would l)e able to feed and maintain very large 
Jimnl'ers. (hi this hypothesis the birth rate in such regions can 
rise (jiiite high and indeed higher than in the regions generally 
known to he agricultural. 

We may ignore in the jiresent connection any considerations 
of future prospecds in regard to food suiijily or liirtii-rales. 
(Comparative statistics furnish us nith the I'ollowing objective 
fa(‘t.s : 

1. The climates are known to he diveise. 

2. And yet the world was and continues to ln' prtdiy 
uniform in its agriiuiltural <’apaciiy and food foundations. 

d. The birth-rates also are more or less niiiform in 
sjiite of the diversities of (‘Hmate. 

ITIsiorically speaking, then, within the limitations of /.ones 
rec'orded in world-cailtnre, we are led to conedude as follows: — 

1. Food-supply has been independent of climatic condi- 
tions. 

2. Uirtli rate also has been independent of (dimatic 
conditions. 

It should appear that climate has not been the sujireme factor 
ill the (piestious relating either to agrimilture or to po])ulation. 
A “ climatological interpretation ’’ of food suiijily would then he 
as unwarranted as a “ (dimatological interpretation ” of hirih-rale. 
Neither is a function of climate. 

Now, wliile neither foo<l supply nor birth rate depends on 
climate, it does not follow, logi<*ally, that they themselves are 
somehow organically coiine<ded. The birth rate is not necessarily 
a function of food supply. In other wwds, it is not possible 
to adumbrate an “ agricultural interpretation of population on 
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(he basis of the world-statistics alone in sindi a majiuer as i-o 
establish a niusal nexus between tlie hirth-vate and food supply. 

l$ui in an objective analysis of woi‘ld-e(‘onoiny two facts of 
outstanding’ importance are observable, namely: 

1 . The productivity of the soils in regard to cereals has 
been historically u ell-distributed throu<»‘hout the world. 

2 . The piodiK'tivity ol the human race in regard to 
physical otVsprin^’s has likewise ])een well-distributed throug’h 
the world during’ the apes. 

The |)arallelism of these two phenomena may therefore lead 
(o a i)resuniption to the ettect that some sort of “ apri(*ultiiral 
intej}netat ion ’’ ot po]3ulation, although not necessarily in the 
causal (»r functional sense should seem to be plausible. In case 
Mich an “ agricultural interju'etation ” were tenable an easy 
c\])la nation miplit be furnished by its exponents. For, in their 
(‘saminatitin the conditions of food supply happen to be uniform 
throughout the Avorld (and alonp w’ith them the birth lates also) 
simjily because the climatic conditions themselves, in s]>ite of their 
sr('nin(f/ diversity are in reality uniform. The fundamental 
cliinatolopii’al uinformity ’’ of the habitable plobe would acTord- 
inp to them be the basis of the fundamentally uniform distribution 
of food resources’-'^ throuphout the world. .Vnd in tln'ii* view the 
fundamental climatolopical uniformity consists in the facts that 
althouph the latitudes, longitudes, mountain and river-systems, 
wind and sea-currents et(*. happen to be di verst* these diversities 
pra<;ui(fticallij are not important enough to prevent the soils from 
being utilized for agriculture and the allied occui)ations. 

Objectively, however, it would be extremely difficult, — t^xcepi 
for purely theoretical considerations, — to get used to the idea of 
a. fundamental climatological uniformity ” of the Earth’s 
surface. Indeed, this idea is likely to be treated as much too 
wide, vague, metaphysical or monistic to suit the actual conditions 

Animal food and all vegetable food stutls besides wheat, barley and 
oats have been excluded from the present consideration. 
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of the liahitable gIol)e. Humanly speaking, it should be impossible 
to ignore the local tlh^eTsilies in the sun's rays, heat, rainfall, etc, 
as solid realities. It would by all means be necessary to attach 
1o them the importance they deserve for practi(*al agronomy and 
healtli considerations. 

Under such realistic surveys of the world’s climatic condi- 
tions, then, we encounter a very curious phenomenon in regard 
to human fecundity on the strength of actual facts as unearthed 
by the statistics of world-economy. We are forced to admit that, 
in regard as mu(‘li to the low birth rates as to the medium and 
high, the jieoples exhibiting them happen to inhabit regions that 
are climatologi(*ally very varied. Birth-charts and climate-charts 
do not go hand in hand. 

(h) The Racial Cotniile.v . — Now as to the race-factor in 
(troup III. Franc‘e, Belgium and parts of Switzerland are Latin 
(and C^eltic), the U. K. Teutonic (and CVltic) the 'Irish Free State, 
Celtic, Latvia and Esthonia Slav, Norway, Sweden and (iermauy, 
Teutonic (and Slav), while Atistria, the rest of Switzerland, New 
Zealand, and Australia predominantly Teutonic, the U.S.A. and 
Canada Teutonic (Latin and Slav). It is important to observe that 
the JiUtiii and the Slavic races are <juite significant as contributors 
to the low birth-rates of the contemporary world (France 180, 
Belgium 18*7). On the other liaiid, it cannot be ignored that it is 
the Teutonic element that is today (diiefly associated with the low 
birth index, and as we have observed before, it slightly transcends 
the lower level in the medium group (up to 2G*6 per thousand). 
But all the same, as long as the Latins and Celts of France and 
Belgium are demographi<* neighbours of tlie Teutonic Austrians, 
Swiss and Germans it woiild not be possible to associate the low* 
birth-rates with any one race exclusively. 

Similarly in regard to religion, England and Wales as well 
as Switzerland to a considerable extent, Germany (64 per cent) and 
Sweden preponderantly happen to be Protestants. They ate 
matched however almost equally by Belgium, France and Austria 
which are nearly wholesale Catholic. Here,, again, the wander- 
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Jew/’ b«s to be noliced in ull the tiiieeii countries. 
Protestaul ism cannot ^et exclusive (‘redil »)!* discrctlii tor ibe low 
birth rates, the “ international birth-strike,” although the fact, 
that even in the medium group it does not exieed the 2(J'G per 
tboUvsand limit recpiires to be noted as a characteristic*. The 
(’atholics happen to be nearly on a ])ar with the Protestants in 
the lowering cd' birtJi-iates, — in race-'‘ui<*ide,” as it is often 

called, — proving on{*e more that the biidb lines of nations move 
independently of r*eligioiis lines. 

Finally, as regards politics and constitution the low birth 
group is as varded as the two otlier grcuijjs. The ctunponent 
rnemlx'rs of this gi*<nip are monarchists as well as republicans. 
F\en under nnmar^chy the birth-rate has a(‘tuall\ been low. 
Indeed, the two countries with the lowest birth-rates, namely, 
Swx^dcMi and the V . K, are ruled by kings. 

VIIL The Sociology of the Birth-Index. 

An interesting ordcu’ of facds comes out of an analysis of the 
three groups ol birth index. It is (»bvious that each one repi’esents 
(\) a multi[)licity of climates, (2) a multiplicity of I'aces and 
religions and a multiplicity ot jiolitical conditions. Statisti- 
cally, therefore, (*(dd regions do not invariably exhibit a high birth 
rate nor irxvariably a medium nor invariably a Ioav one. (Certain 
temperate rt'gions are foxind in (irroiip I, certain others in (iron]) II 
and again in (iroup III. And so on. vSimilarl>, the Slavs and 
Latins are distributed in all the three groups. The Indo-Aryans 
and Mongolians are found in (jlroiips 1 and II, and the Teutons 
in Groups IT and 111. 

The Koman (hitliolics exhibit high, medium as w'ell as low’ 
index, Hindus and Buddhists high as well as medium, laust but 
not least, politically fi'ee people do not alw’ays go in for Icnv birth- 
rates nor do 8uhje(*t peoples specdalize in the high index. The 
” great powers ” are iiuinerieally two in the high, one in the 
medium and four in the low birth-groups. (Comparative vital 
statistics leads then inevitably to the conclusion that each of 
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(J) cliiiiuti(v, (2) othiio^rapliu* aiul (ii) political coiidiiiojiH oaa 
lepreseut a multiplicity of birth-g-roups. A parallelism of ilie two 
seta of plieiiomena is out of question. 

The following sociologicud conclusions may now be drawn from 
the foregoing analysis of the contemporary birth-rales: 

]. Mankiml or rather the major portion of it may l>e» 
divided info three oi* really five dilfereiit l)irth-groups in fhe 
descending ordei*, namely: 

(J) above 40 per thousand 
(2) d0-~40 „ 

Ci) 25— do „ 

(4) 20-25 „ 

(o) ji) — 20 ,, ,, 

2. The Indian ])coples find thems<4v('s in Ihc liist thre(* 
groui)s. 

d. In none ol (hese iJiree groii])s do the Indian p(?oplefs 
find themselves in ‘^sidendid isolatio)!.’’ In each they are in 
good comiiany with a large number of non-Indian and non- 
Asian peoples. 

4. In no giH)Up can the birth-rate be descril>ed as a 

“ tunctiou ’’ of (1) ('limate, (2) race and religiuJi and 
(d) politics. ISor <*an any of these lliree factors be des(Tibed 
as i’ulculated to generate ex^cliisivel;v the birth-rate of any 
partii'ular group. 

<a) Different conditions (d climate do not prevent the rise 
of a more or less uniform birth-index. t>n the oilier 
hand, the uniform climatic conditions have given rise 
to diversity in birth-index. 

(b) Different races and religions have been associated with 
one and the same or allied birth rates, and again a 
uniformity in birth-index has not been in evidence 
under more or less uniform racial and religious 
(conditions. 
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('c) The diver^‘eiu‘e of political and coiisiitxitional systems 
has not militated against the rise of a more or less 
uniform hirth-rate, whereas even under uniform 
])()litical and (‘onstitutional (*ireumstau(*es the hirth- 
index has been diverse. 

There is no natural and neeessarv ronne(‘tion hetw(HMi tlie hirth- 
rate and ally of these three fa<*tors. The (‘ontemporary birth-rates 
of nations exhibit a ]U'ofound independence of the j»eof^raphico- 
(•thnolooi(*()-])()Ht ieal circumstances. 

5. Tliat is, a <‘Hmatolof>‘ical, eilmoerapbiiail oi- political 
“ inter])rotat ion ’’ of populatiim (and lurth-index) is not 
warranted by comparative statistics. The birth-rate in each 
.i^’rou]) is factually inde])endent ot these three factors. And 
aeain eaidi of the three factors can lun^e its own birth j»‘roup. 

(). An Indian or Asian birtli-index tin tlie sense of certain 
birth-rates as bein^^* exclusividy Indian or Oriental in 
‘.»’(‘oo!‘a]diy, race or ])(diti(*s) does not exist, nor does a Muropeau 
or \Vest-hIuro]iean. 

7. Ml hnoloj^ically, th(» birth-index of Teutons and 
Drolestants is an interesting* feature of vital statist i(‘S. This, 
however, does not form an ex(*eption to tlie j^eneral inditference 
of birth-rates to climatic, ra(*ial and piditical ('ircumslances, 
as will be demonstrated subseipientl y. 

(S. Th(‘ birib-index of nations is then to be exjilained, if 
a n'ally scieiitifii* explanation is possible, more perliajis by 
biido^ical than by non-bioloeical considerations. 

The “ indejiendeiicc ” or “ indiffereiice ’’ of birth-rates, or 
the abseme of jiarallelism l>etween them and S’eoj:»Ta])hico- 
etlinolog*ico-politi(*al (‘onditions must not however be misunderstood 
so as to imidy that climate as smdi has no benevolent or malevolent 
influence on hirths, that human beings ns human helugs do not by 
their religious, marital or other customs and law (‘onsciously or 
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uncoiis(*ioiisly seek to eiilarg’e or control the size of the family 
Objective statistics indicate simply that no special case may be 
pragmatically made out for or against certain geographical areas, 
racial factors or politi(‘al <‘ondiiions in regard to the birth rates as 
ihmj actually obtain in the irorhl today. Whatever may l>e the 
cons<‘ious contributions or inconscious effects of all these agencies 
we find that in terms of (‘oncrete reality, namely, tlie birth-rate, 
the result <loes not var>' simply because the agencies happen to be 
diverse. This is ^^h,^ two climatic neighbours do not invariably 
give rise to demographic neighbours, i.e., peoples with more or less 
the same birth-index. This is why, again, the (\itholics in one 
group exhibit the high index, in a second grou],> they exhibit the 
medium, while ihe low is exhibited by lliem in a third grou]). 
And tin’s is why, further, a rej)ublic can find itvself in (iroup T, 
a second in (iron]) 11, another in tlrou]) HI, and so on. 

A conscious “ population poli(*y ” — be it in* the direction of 
hirge family, l)irth-(*ontr(d or stationary state, — may still be 
embarked upon by t‘very grouj) of human beings, no matter what 
be tlie regioTi or I He race, according to the recpiirements of the 
hour, it should perhaps seem to \>e theoretic’ully possible — within 
the biological limits, of <‘ourse — to develop any desired or desirable 
birth-rate in any and every region, for any and every race, and 
under any and every form of governmeiii. Finally, it is for the 
human will to decide whether the population policy is to be 
“ passive ’’ or active,” negative or positive, and with what 
velocity that policy is be curried out. 


(7V; be continued.) 


Biirgdoorfer : Berlin 1833), Marsal j V Influence de la 

LegisleUion sur h Devehppement de la population y a pap6t for the Cou^reseo Inleia* 
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MmsoHniano (Home I9B0) ; Borfckiewicz : Beuoelkemngskhrc (Leipzig 1918) 
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Sj)eakino’ on capital akoiit a coiitiiry af»() Senior said, “ ('apital 
has been so variously defined that it may be doubtful whether i( 
lias any ^^enerally received ineanino*.” {Pahfiral Kcononiy, 
p. 59). Towards the (dose of the last century h'isher made a similar 
remark. Of the f'oncepts in Economii*s, “ tew ” lie said “ are 
more fundamental and none more obscure than (‘ajiital/’ {Economic 
Journal^ December 1890, p. 5(^9). These remarks hold ^*ood even 
today. 

Out ot the many varying* definitions of capital two broad 
divisions are discernible. There are some who woiild lake the 
whole stock of wealth existing at an ‘ iustanf ’ of time as capital. 
According to them there is no ditt'erence between capital and wealth 
as sindj, the former being one asjiect of wealth. There are others 
who would delimit (‘apifal and w^ould regard it as a ‘ species ’ of 
W’ealth. Tn regard to each of these concepts again there is a 
further classification which is no less significant. Is (‘apital, — 
whether it is composed of the whole stock oi* a part of it, — to 
represent ‘ concrete goods ’ or their * value ' *■' The follow ing cliart 
gives a picture of the different senses attributed to capital : 

CAPITAL 

I 


The stock of A specie*** of T (i) IVovision for 

wealth at an instant wealth. -j the future, 

of time. L ~ ^ Profhictive. 

I ‘ " I 

Value. Concrete 

Roods. 

1 I 

Value of The 8tn»ck 

the stock. of concrete 

goods. 

‘ 627 

P. 6 
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Adam Sinitli and his followers use the term in a restricted 
sense. They understand by capital a definite portion of the total 
wealth existiufi*: in a society. The total wealth they call stock, and 
that portion wliicli yields revenue they (^all capital. In his chapter 
on the ‘ Division of Stock * Adam Smith examines how capital is 
formed and describes the nature of the different kinds of stock. 
When a person’s stock is just suffi(‘ient to afford the necessaries of 
life, he is not in a position to save any portion of it. But when 
he accpiires more than this minimum he wants to derive a revenue 
from the sAirplus. This portion which he expects would afford him 
a revenue is capital. The other portion ‘ supplies his immediate 
consumption ’ and is not capital. Similarly, the j^eneral stock of 
any society divides itself into two parts, namely, that portion 
‘ which is reserved for immediate consumption, and of which the 
chara(‘teri8ti(’ is tliat it affords no revenue or profit.’ The other 
portion is caiiital, the characteristic of which is that it yields 
revenue.^ According to Adam Smith, the stock of food, (dothes, 
household furniture, etc., ‘ which have been purchased by their 
proper (‘onsumers ’ does not fall under the category of capital. 
I refer to Adam Smith because it is he wdio committed the original 
sin of delimiting capital like that, — of taking it as a species of 
w^ealtli. It is his idea that \im been influencing English 
Political Economy even to this day. The ‘ Master’s Voice ’ is 
found recorded (with minor variations in regard to details) in many 
of the important works of English economists. Quite a large 

* This capital again is of two kinds, fixed capital and circulating capital. 
The former stands for that capital which affords revenue w’ithout changing 
masters, and the latter stands for that capital which affords revenue by 
changing masters. “ In all countries where there is tolerable security, every 
rnun of common understanding will endeavour to employ whatever stock he 
can command, in procuring either present enjoyment or future profit. If it 
is employed in procuring present enjoyment, it is a stock reserved for 
immediate consumption. If it is employed in procuring future profit it must 
procure profit either by staying with him, or by going from him* In the one 
case it is a fixed, iu the other it is a circulating capital.’* Wealth of 
edited by Cannan, p, 367. For criticism of Adam Smith’s conception and 
clasBtficatioii of capital, see Caunan’s Theories tf Production and IHsirilmHm, 
Chap, IV. 
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section of Continental ecfniomists also holds to this narrow concept, 
although there is a good deal of differem^e among* them in regard 
to the attributes of capital and the nature of commodities to be 
classed under it. For my pur])ose it is not necessary to mention 
all the variants of the concept Neglecting minor divergences we 
may fix our eyes on two charaideristics whi(*h are said to mark 
off capital from other kinds of wealth. 

(i) It is a provision for the future. 

(ii) It is productive. 

Indeed all the various definitions of cai)ital of this group of 
economists, — definitions which Fisher (‘alls ‘ classificatory,’ 
conform more or less to one or the other ot these categories. 
Marshall also follows in the lines laid down l>y Adam Smith, and 
looks upon caj)ital as a kind of w’ealth. But, as usual, it has been 
his pre-()C(*upation to establish that * unity in substaut‘e ’ which 
under] i(^s ‘ differences in form and in words.' He makes it his 
business i() prove that the dilfereu(*e between those economists who 
regard capital as ‘ a provision for the future ' and those who 
regard it as ‘ a means of prodmdion, is more apparent than 
fundamental, that tliey all come to the same conclusion, although 
they travel by different routes. Those who regard it as ‘ a 
provision for the future ’ Jay stress on ‘ jUDspectiveness ' whitdi 
controls the supply of ciipital. The othei* set*tion lay stress on 
‘ productiveness ’ which (‘ontrols the demand for capital. (See 
Marshall, Principle,^, 7th Edition, App. E. pp. 78()-87). 

But how is the boundary line to be drawn between Capital 
and Not-Capitalr^ Granting in the abstract that capital consists 
of goods which are prodiudive or whi(*h provide for the future, how 
are we to classify goodvS in the market and place them under 
proper categories? Is it possible to ear-mark those goods which 
serve as means of production or as provision for the future? 

* A historical development of the concept is given in Bohm-Bawerk’e 
Positive Theory of Capital, Chapter ' HI, For various definitions of capital see 
also Marshall’s Principles, 7th Edition, Appendix E, p 788n, and Fisher’s 
The Nature af Capital and Income^ Chapter IV. 
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Finding* ii iin])(}s.sil)le to arrive at a definite classification John 
Slnart Mill lias said that the distinction ...» between capital 
and Not-capiial docs not lie in the kind of commodities but in the 
mind of the capitalist.” (/Principles, Vol. I, p. 70). This is but 
a <*o\insel of despair. Indeed, as Prof. Fisher has shown, whatever 
definilion \\e may start with, there is no escaping; from the logical 
(‘omdusion tliat ‘ capital ’ and ‘ wealth ’ are co-extensive, that no 
hard and fast line of demarcation can be drawn between them. 
ll capital is a provision for the future, all wealth is like that; for 
* future * is an elastic term. The present suggests an ‘ instant of 
time ’ and the use of any kind of wealth requires some duration 
of time. Where is then the line to be drawn? Marshall 
recognises the ditfi(*ulty and admits that those wlio have sought 
a line to mark off (‘apital from wealth “ have found themselves on 
an irndined idane, and have not found a slable resting place till 
they liave included all accumulated wealth into capital.” 
{/Priwiples, A])p. E., ]». 787). 

Then there is the test of produ(*tivity. Well, if capital is 
])roductive, all wealth Is so. The older material definition of 
‘ productivity ’ now stands discredited. Adam Smith, it is well 
kno>\u, gave a narrow, material definition of ‘ productivity.’ He 
designated as productive only those efiort< which were calculated to 
l)roduce ‘ vendible commodity ' This somehow fits in with his 
capital <'oncept. Of the total stock of a society, one portion yields 
tangible material object, and the other portion yields non-material 
benefits: aJid there may be some justification in forming two 
diflerent categories tor these objects. Today, how^ever, the term 
‘ produ<*tivity ’ bears a wider connotaticm, and it is perhaps 
universally ac(*ei)ted that production means creation of utility, and 

* According to bim, any kbour which “does not fix or realise itself in 
any permanent subject or venditde commodity is unproductive ; and in the 
class of unproductive labourers are placed among others “Churchmen, Lawyers 
physicians, men of letters of all kinds ; players , . . musicians, opera-singers, 
opera^daiicers 0 t<\ . . . “ Poor Adam Smith thus failed to appreciati* the 
productivity of his own labour m the class-rooms I 
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that yields utility is productive. (See Taussig*, Princqfles, 
Vol. I, Cliapt. 2, Marshall, Principle.^, p. 65, Cassel, Thi' Thcorif 
of Soda} Knnannif^ pp. 21 — 24). The lalx)ur of a niusieian is as 
much productive as the labour of the ariisiiu ulu) makes musical 
iustriiments, and the labour of the domestic servant satisfies our 
wants and is i)roductive just as the labour of the cabinet-maker 
who supplies materials for furnishing* our drawing* rooms. As 
Taussig* says, “ all those \\hose labours satisfy wants — all those 
who bring alout sati-fa(‘tions or utilities — are to be reikoned as 
taking* part in production, and are lo be (*alled productive 
lalumrers.” (Pnnnpirs, Vol. 1, ]>. 19). Does not this change in 
the meaning of ‘ produ(‘tivity ’ ne(‘essitate a revision ot the capital 
concept!'^ Is it not more rational to take all wealth as prodn<‘tive 
becauvse all wealth has utility and is valued in the market? AVhere 
is then that line differentiating* capital from wealth? The lijie 
that had once been drawn by Adam Smith has faded away. And 
\et, cjuite a significant seel ion of economists fail to realise the 
im])lications of this w’ider, non-material definition of productivity. 
Marshall in parti(‘nlar (‘learly recognises that anything that is 
valued is i)iodu(*tive, and yet h’oks ujion capital as something 
distinct fnun wc'alth. il(* proposes to count as part of capital 
from the social point of view all ihnnjH other than land, which 
ifieU] tfiroau’ . . . etc. etc. (Italics are mine). Hut at the 
same time he excludes “ furniture and clothes owned by those wdio 
use them ’’ from the category of capital, as if these things do not 
yield income. Is it that he takes income to stand tor material 
objects and not for non-material benefits? Ac(‘ording to Fislier 
income consists of services of wealth, and in the ultimate analysivS, 
all yvealth yields income. Capital, he says, is not a kind of w'ealth, 
but an aspect of w^ealth. When reference is made to a point of 
time, the entire stock ot wealth of a society is capital. Now, this 
stock of wealth (or capital) yields services over time, and these 
services, the in(‘ome from capital, may he regarded as a flow. 

Every article of wealth is to be pictured as simply the tangible 
and visible handle to hold fast invisible steamers or filaments of 
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services reach iiig out into the future/’ {Economic Journal^ 
December 1897, p. 526). 

Not that Marshall does not realise the logical inconsistency 
which a narrow use of the term involves. In fact he feels that 
“ the only strictly logical position is that .... which regards 
‘ social capital ’ and ‘ social wealth ’ as ‘coextensive’ so that from 
the abstract and mathematical point of view Fisher’s position seems 
to him to be incontestable. Nevertheless he finds it hard to 
dejjurt from ‘ economic tradition ’ and from ‘ market usage ’ in 
regard to terminology. 

Acceptance of Fisher’s definition, he is afraid, would bring 
(‘onfusion in economic discussion, as it^ does not (‘onform to the 
market usage. This is not to examine whether in fact Fisher’s 
definition difiers from the usage of the market. Fisher himself 
denies it and makes it his business to establish that bis use of the 
term is more in a(‘cord wutli the latiguagc ol the market. Apart 
from that, is it not an open (juestion whether scientific definitions 
of terms have i/rnanihlii to follow’ the language of the markets 
It is no doubt desirable that we should avoid <H>nfusion as far as 
possible: ljui where an alternative lias to be chosen, there is no* 
reason why one should not prefer scientific precision to mere 
conformity to market usage. In cases ol dispute the ec'onomisi 
must rule, not the practical business man. Market usage may be 
made to follow the definition given by the economist. Indeed 
confusion arises less from a la(*k of harmony between the definition 
of the economist and the language of the business man than from 
a lu(‘k of unanimity in regard tt) definitions among economists 
themselves. 

Then as to economic tradition, it cannot be denied that if w’e 
g(: by majority the narrows English definition prevails, and 
capital has to he taken as a specdes of wealth. But is that a 
sufficient test of the validity of a definition? It is all very good 
to follow the Chinese praeti<‘,e of worshipping the ancestors; but 
there is just a risk of one’s respect for aiu^estors being carried too 
far. Besides, there is the French tradition which would favour 
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SI compreheiiBive \ise of the term. Tf Marshall invokes the 
authority of Adaiu Smith, Fisher has the shoulder of Turgot to 
lean on. Turgot, it will be remembered, uses the term ‘ capital ’ 
in the sense in wlii<*h the ierni ‘ stock ’ is used by Adam Smith. 
“ Whoever, either from the revenue of his land, or from the wages 
ol his lalM)ur, or of his industry, re(‘eives each year more values tlian 
he needs to sjiend, may place this superfluity in reserve and 
accumulate it; these accumulated values are what is called 
capital.’* (Ihirgot, Ueflrjfons, Edited by Ashley, p. 50). Thus, 
according to Turgot, capital consists of the entire saving of a 
society and not of a portion of it, as Adam Smith would have it. 
That is Fisher’s content if»ii too. All saving, he says, (*reates 
capital. If c' stands for (*apital at any instant of time, and c for 
ca])ital for a previous instant of time, then c' = c + A-S, where A 
means addition during the interval and S means subtraction ; or 
c'-c = A-S, i.e., to say the increase of capital is equal to the 
saving. If t denotes time, ~ the 

average rate of increase of capital is equal to the average rate of 
saving. 

Why then this ambiguity? Why is it that two rival tradi- 
tions liave growii over the cuiucept of capital? In order to 
appreciate it we have to examine the significaiu'e of the (‘apital- 
(U)ncept in the general l)ody of economic analysis. Indeed, any 
particular branch of economic analysis is a part of a complete 
system, and where systems differ, the links whi(*h compose them 
must also differ. It appears to me tliat the difference in the 
attitude t«)wards the Theory of Distribution goes a great deal 
towards explaining the difference in regard to the use of the term 
capital. For, so far as I have been able to discover, those whose 
predominant interest is in the theory of ‘ Factorial Distribution 
are in favoiir of a delimitation of capital, to take it as a ‘ fa(*tor ’ 
of production along with land and lalK)ur; and those whose 
preoccupation it is to study a theory of * Personal Distribution ’ 
are in favour of a comprehensive use of the term. Tt is w^ell known 
that with the classical economists the theory of distribution \vm 
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one of faclorial flistribxition, — a diviwon of social income info 
. Rent, AVag'cs and Profits. Marshall also follows in that line and 
develops a theory of factorial distribution. Like the classical 
economists he takes capital as a distinct factor of production having 
a share in the ‘ National Dividend ’ along with the other factors, 
land and labour. Thus lie says: By far the most important use 
of the term capital in general .... is in the enquiry how the 
three agents of production, land (that is, natural agents), labour 
and capital, contribute to producing the national income .... 
and how that income is distributed among the three agents.^' 
{Principles^ p. 78.) 

Fisher, on the other hand, is not (ontent with giving merely 
a theory of factorial distribution. He says that the theory of 
distribution, in its ultimate analysis, raises problems of 
inequalities in the distribution of wealth among persons. He thus 
divides his study into two parts, — one relating to the distribution 
()1 income according to the faidors whi<‘h produce that income, and 
the other relating tg the distribution of income according to the 
persons who own and enjoy it. The latter problem is a problem 
of grading the population according to income, — a problem of 
“ dis(*riminatiug the relatively rich and the relatively poor.^’ As 
it suggests a comparison of the incomes of different persons, 
attention has to be jiaid to values and not to (quantities. It does 
not matter, for purposes of this kind of analysis, whether what I 
jMJSsess is a pie(‘e of laud, a sewing machine or a piano. What 
matters is wdiether what I possess is greater or less in value than 
what my neighbour does. Capital is here all-embraeing. It 
stands for property, for things ‘ owned ’ by persons; and the 
important thing for the economist to see is the value of the 
]>roperty owned, and not the kind of property, 

Fisher’s anal 3 ^sis of the problem of factorial distribution does 
not seem to me to be satisfactory. Yet it is worth w^hile examin- 
ing why even there he tokes capital and wealth as synonymous. 
Unlike Marshall he takes a pragmatic view of the problem, and 
reduces capital and income to a common standard of value in oi^der 
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to make ttem homogeneoufl. By income lie mearifl ' the use of 
wealth over time.’ National income is the ‘ flow of services ’ 
consumed, and not, as Marshall would have it, the ‘ flow of ^oods 
and vservices ’ produced; and capital is simply ‘ income capitalised.’ 
Thus anything? that yields income is capital and the jiroblem of 
distribution is a problem of “ the in(‘ome of differeni clasvses of 
capital.” 

Foremost among the exponents of ibe theory of personal di*^- 
tribution is Prof, (’annan. He believes that the classical eco- 
nomists studied the problem of distribution on entirely wrong 
lines. The problem of disiribulion is one of a division of income 
among persons, — a problem as to why inside each community 
some individuals and families are above and others below the 
average in wealth.” {Eeoiunnic Outlooh^ j). 215.) II is study 

relates to the causes of ‘ greater or less ineqiudity,’ — of the 
“ existence of a larger or a smaller middle (lass .... of a small 
very rich (dass or of a very large extremely poor class.” It is a 
study of the causes of poverty, and ‘ poverty is a ciuestion of 
])ersons rather than of categories.’ And Ib'of. Cannan has the 
honour of being ‘ the anticipator ’ of the discovery that c‘apital is 
the wliole stock ot wealth at an instant of time. Like Fisher he 
uses the term capital in the sense of property and gives a monetary 
expression to it. 

It is also true that Turgot gives a theory of personal distribu- 
tion, and as has been already pointed out, he identifled capital 
with stock. Turgot’s analysis of the clauses of ‘ inec[uulity in the 
division of properties ’ still reads so remarkably fresh that I am 
tempted to quote his words in full : 

“ The original proprietors at first occupied .... as ma<*h of 
the ground as their forc^es permitted them to (uiltivate with their 
family. A man of greater strength, more indiistriotis, more 
anxious about the future, took more of it than a man of a c^ontrary 
f^haracter. He whose family was more numerous, as he had more 
needs and more hands at his disposal, extended his possessions 
further : here was already a first inequality. All pieces of ground 
F. 7 
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are not equally fertile; two men with the same extent of ground 
and the same labour, could obtain a very different produce from 
it: second source of inequality. Properties, in passing from 
fathers to children, are divided into portions more or less small, 
according as the families are more or less numerous; as generations 
succeed one another, sometimes the inheritances are still further 
subdivided; sometimes they are reunited again by the extinction 
of some other branches: ihird source of inequality. The contrast 
between the intelligence, the activity, and above all, the economy 
of some and the indolence, inaction and dissipation of others, was 
a fourth judnciple of inequality, and the most powerful of all.’^'* 

In all these cases it is found that attempts have Iveen made to 
adapt the (capital concept to the theory of distribution and the 
difference in the altitude towards that theory is to a very great 
extent resi>onsihle for a difference in the use of the term ‘ capital.’ 
There is, however, one writer who may a])paren-tly seem to form 
an exce[)tion. I mean Ihiinn Hawerk, — that great Austrian who 
has done perhaps more than any other economist on the continent 
towards the analysis of the phenomena of capital and interest. 
Hbluii Bawerk gives two definitions of capital, — one said to be 
adapled to the theory of production and the other to the theory of 
distribution, and he emphaflisee the fact that the cxplauati n of the 
existence of interest d(»es nut lie in the productivity (d’ cA^Jtal. 
In essence lie keeps up the Smithian idea of capital as revenue- 
yielding. 1’he two conceptions that he gives are also bused on 
A(him Smitirs old distinction between ^National (^qiital and 
Individual (’apital. By capital in general Bohm Bawerk means 
a groiij) of Products which serve as means to the Ai'quisition of 
(loods.” He uses the terms ‘ Acvjuisitive Capital ’ or ‘ Private 
(•apital ’ as synonymous with this wider conception. Under this 
general (‘om^ept.ion is put as a narrower category that of ‘ social 

Turgot : Refiediom on Mr form ah on and the DidribttHon of Richer, Roonomio 
Classio series, Hid ited by W. J, Ashley; pp. 12*18* Compare with these re- 
marks the analysie of the causes of the inequality of incotneB done by Prof. 
'Cannaii (Economic Outlook^ pp. 241—48). Mee also the relevant pages in Dalton’s 
Irngnality of Incomes^ 
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capital ’ wliich vsiaiuls tor “ a j^roup of prodiuls ilesiined to Bcrve 
towards further ])rndurtioii,'’ i.e., say, a f>roup of ‘ lutermediate 
Products.” Then he i)roceeds lo examine the beariiiji^ of these 
concepts on different e(*(moinu* phenomena. The importaiKje of the 
narrower <*oncept of ‘ social capital ' is in the sphere of production, 
and the prohleiris it laises are how capital is formed and what 
fumdioji it does in the economic, production of floods. As applied 
to the theor\ of distribution, the problem of capital is one of 
Ibivate Capital. Capital as a source of income is distinct from 
capital as an instrument of imoduction. Hut Hohm Hawerk forgets 
iliat the phenomena of })r(Kluction and distribution are inter-related 
and oiu' cannot be divorced from the otlno*. In fa(*t, in his study 
of the [noblem of interest lie has drifted in s])ite of himself into a 
]U()du(‘tivit\ theory. However mu(*h he has tried to disentangle 
the theor.N of interest from the theory of production, his explana- 
tion of the phenomenon of interest is ultimately based on the 
producti^ity of capital. AVhy i« interest paid!*^ Because “ present 
goods are .... wortli more than future goods of like kind and 
number.” But why this differen(*e between present goods' and 
future goods? He gives three causes: First, is the difference in 
‘ the cinumstances of uant and provision in present and future,’ 
second, is the geneial under-estimate of future wants, and the 
goods that are to satisfy them. Hut these causes only explain the 
existence of interest. They tell us nothing of the measure of 
interest. For that he turns to a third (‘ause, — the technical 
superiority of presimt goods over future goods. “ Present Goods,” 
he says, ” are, on technical grounds, ])referable instruments for 
the satisfaction of human want, and assure us, therefore, a higher 
marginal utility than future goods.” And why? Because a given 
quantity of productive instruments becomes more productive if the 
method employed is more ‘ roundabout/ It is this fact which he 
seeks to prove in connection with the problem of production, and 
it is again upon this that he bases his theory of interest.^ One 


® 8ee his Positive Theory of Capital. Books 11 & IV. 
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lia8 only to remember that in this part of his study he refers to 
value-product and not to physical product. 

This briiif^s me to a problem which deserves more attention 
than has hitherto been paid to it. Towards the beginning of this 
paper it was pointed out that there are two ways of expressing 
(*a])i1al. Often it is expressed in terms of concrete goods. Some- 
times again it is expressed in terms of value. It was Clai^k wl o first 
drew attention to this two-fold expression of capital. What he 
calls ‘ capital goods * refers to concrete forme of capital ; and 'pxire 
capital ’ refers to a fluid fund. Interest, he says, is an income 
from ‘ ])ure caj)ital,' and tlie income fjom ‘ capital goods * is rent. 
The tenden(*y in recent years is toward using capital in the sense 
of ‘ pure capital,’ i.e. to say, expressing it in terms of value. It 
has been seen that (caiman and Fisher give a monetary expression 
to capital and that they are justified in doing so when their 
business is to compare the incomes of individuals in a society. 
From the point of view of factorial distribution also it is sometimes 
convenient to adopt the value concept. Tlie entire structure of 
the marginal productivity theory of distribution rests on tlie 
assumption of a minute divisibility of each factor, and so far as 
capital is concerned, it is minutely divisible when it is taken as a 
fluid fund. When, on the other l^and, the problem is to examine 
the effect of an increase or decrease of capital upon the material 
welfare of a society, capital as well us income is taken in terms of 
(‘oncrete goods. This explains MarshalFs preferen<*e for a ‘ techno- 
logical ’ concept of capital; for Marshall considers “ the use of the 
term vapkal from the point of view of enquiries into the material 
well-being of society as a whole.’’ 

But is it at all rational, one may ask, to take capital as a 
distinct factor of production and as a distinct source of income? 
From the philosophical point of view there is hardly any 
significance in placing certain materials under a group distinct 
from land and labour; for, in the analysis of ^ real cost ^ the 
important thing is to see whether a particular factor is human or 
non-human. The use of capital means real sacrifice because it is 
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ultimately resolvable into lalH)ur and waiting?. ^ It is a coiicenirat- 
ed form of labour, ‘ mediate labour,’ as Bohm Bawerk emails it. 
Capital itself is no independent faetor of prodiietion. 

From an empirical point of view the relation between 
‘ factorial incomes ’ and the cost of finished ^-oods is studied in 
two ways. Ac(‘ording‘ to Marshall, whether the income from a 
particular factor forms a constituent element of (‘ost of prodiudioji 
depends upon whether tlie supply of tl)e fa(*tor is elastic or not. 
He thus divides ‘ factorial incomes ’ into three species, rent, 
(]uasi-rent and interest. Bent is the iucojne from “ the original 
and indestructible ’ productive jiowers, the supjdy of which is 
absolutely fixed. '1^4||y cannot l>e increased by human efforts 
because they are ‘ original,’ and they do Jiot diminish because they 
are ‘ indestructible.’ Bent is therefore a surjdus and is jio j)art 
ol vsocial cost. Every other productive factor except those that are 
at once ‘ original ’ and ‘ indestructible ’ has an elastic supply. 
They form one group and their incomes constitute the total cost 
in the long period. But as there are different degrees of elasticity 
in the supply, this latter group admits of innumerable sub- 
divisions. If, over a particular period a ftudor, Atphdy has an 
inelastic supply, its income shows charatderistics of rent and is a 
surplus, but it ceases to he so if, when the period is extended its 
supply becomes elastic. Again over that extended period, the 
supply of another factor, Bctu, may l>e fixed and its income may 
appear to be a surplus, but in a like manner it (‘eases to be a 
surplus if, when the period is further extended, its supply l)ecomes 
elastic. These incomes are called (piasi-reni because they are not 
pure e(iouomic rent and yet show characteristics of rent in relation 
to a period over which the supply of the relevant factors is inelastii*. 

^ Oaunan objects to Marshall’s use of the term ‘waiting.’ “Marshall’s 
suggestion of ‘ waiting ' is worse than either saving or abstinence ; waiting is 
inaction, and inaction cannot create material ec^uipment. Material equipment 
has to be actively collected before it is used, not waited for/’ (Review of 
Economic Theory ^ p. 168.) This objection does not seem to me to be warranted, 
for Marshall speaks of labour plus waiting as the cause of capital, and where 
there is labour there is action* 
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A (*leariiig up of the confusion between these incomes and pure 
economic rent is imporlaJit inasmuch as a tax on the former does 
while a lax on the latter does not affect the National Dividend. 
This is indeed the real significance of Marshall’s concept of quasi- 
rent. Dut this analysis does not by any means require that capital 
as such should be taken as a distinct factor of produ(*tion. 

The Austrians, on the <»ther hand, study the relation between 
‘ factorial incomes ’ and llie cost of finished goods in a different 
way. According to them, whether the in(*ome from a particular 
factor forms a part of cost of production deq^ends upon whether the 
relevant facb»r admits of a single use or alternative uses. It is 
not a question of laud, labour and capital. It is a question of 
‘ cost iiroduetive means ’ and * specific productive means. Here 
agaiji there is hardly any siguificaiu'e in placing (‘apital as a 
tiistinct factor of ])r(Hluction. 

From the point of view of Factorial Distribution the term 
* capital ’ defined as a portion of st(K‘k wliich yields revenue serves 
no useful purpose. It is neither an independent factor of produc- 
tion, nor is its use iinpoi'tant for a study of the elements of <*osts. 
If the validity of the definition of a term is to be tested by the way 
it functions in different directions in which it is made use of, 
then surely the classical definition of ca])ital does not satisfy our 
test. 


or a fuller elucidatioti of the relation of coats to factorial incomeSt see 
ray The Conuption (Calcutta Review, Oct» 1088). 
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Islaiuia College, Calcutta. 

Plain livirijy and hifth thinkiiif? as an ideal prescribes an 
ethical standard of living. It does not imply renunciation ot 
wealth or a life of asceticism. It presupposes on the other hand 
enough of economic freedom and it fnrthei' claims to purify wealth 
of its material grossness, retaining its full advantages. Poor 
people can hardly appreciate it and rise up to it. Talk about this 
ideal to a hungry man in the street. He will scoff at you. He 
will lidicule you. Talk about it to a llockfeller. He will under- 
stand it and appreciate it. A poverty-stricken man has hardly a 
choice to make as far as his standard of living is concerned. High 
thinking is an anathema to him. A man who is worn out in a 
hand-to-mouth straggle cannot develop as he should and can hardly 
think of such ideals. Let there be enough to eat, decent clothes 
to wear, comfortable hou.ses to live in, a thorough education based 
on ethical conceptions of life and plenty of leisure for fruitful 
intelle(’tunl work and then this ideal can be worked <*ut into 
practice. 

It aims at a ‘ rational distribution ’ of wealth, the motive for 
such distribution being imovided by an internal urge from within 
an ethical atmosphere rather than a political system super-imposed 
from aliove. It inculcates that noble conduct of life which impells 
strong producers to produce more and share their prmluction with 
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their weaker aeifyhbours afflicted by poverty, want and disease. 
The Sporting Man,’^ who in the words of Prof. Alfred Marshall, 
shows little concern for anything higher than the pleasures of 
eating and drinking,’’ shoiild find no place iji stciety according to 
this ideal. It preaches the priesthood of intellect and the biother- 
hood of man — the greatest contribution which <he s]’<iritnalism of 
the east (ould make to the materialism of the west. 

This ideal now-a-days is being very much misundersiood in 
the East; iiariicularly India — ^the birth ])laee of such idealism ajid 
huv^i been made a justification for an iriefficient and miserable 
standard of existence made possible by economic necessity. In 
the west in sjnte of the evils of niaterialisui, ^ high thinking ’ has 
found expression in more lhan • one con cretei form. Compul- 
sory and tree primary education in England was inade ] ossible by 
additional taxation on rising incomes after the Jmliisirial lievolu- 
tion. Some of the best-equipped modern univei\sities, colleges and 
schools owe their exist cn(*e and success to the wealthy men of 
Europe — the i)ro<hicts of modern Industrialism. That there is 
Miaisery a.nd starvation there, nobcxly will deny. The number of 
the unemployed there is ( olossal but a single famine in this country 
(laims proportionately more victims than the number of the un- 
employed in the west. That an unemployed man in England goes 
in a taxi smoking his (igar to get his dole, while millions of 
workers in this country lead a life which will be tabooed as ‘ unfit ’ 
for human beings, is a fact. The western oountrie»s are apparently 
in a better position than India to appreciate this ideal. A 
country industrially undeveloped tends to suffer Irom a (*ertain in- 
tellectual dullness and the outlets for the diversity of talents are 
few,” would be fairly applicable to the India of to-day. 

The appreciation of this i<leal, if not its complete realisation, 
in this country was more possible in ancient times — ^an age of 
plenty when wants were few and simple and a)mparatively there 
was more of economic freedom, than in the present times. The popu- 
lation was sparse enough and the boxmtifulne«s of nature yielded 
enough of food with a little amount of work. 
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A perusal of the acoounts of various foreign travellers even 
as late as the time of Moghuls goes to show that India was a land 
of plenty — overflowing wth milk and honey. 

Linchonton — a Butch traveller visited India, in the years 
(1588 — 88). He gives a fascinating account of the plenty of 
Bengal in those days. An ox or a cow could be had in those days 
in Bengal for 1 Lirijen (about annas in modern ouiTenoy). 
Sheep, fowl, sugar and other things were sold at similar rates. Of 
rice, there was never any want in the province and it was exported 
to other countries. “ A candit of Ryce, which is as much, little 
or more or less as fourteen husshels (of blemish measure) is sold 
there for half a gilderne and for half-a-dollar/^i This works out 
to be a little over six maunds for a rupee. Then again Ooryat — an 
English traveller state<l that he could maintain himself very com- 
tortably in his travels with ‘ meats, drinks and clothes ’ for 2d. a 
day. If an Englishman in India could get his nec^essaries and 
comforts of life with 2d. a day it might be interesting to enquire 
what was the average daily income of a common labourer at that 
time in this country. Such an estimate is supplied by W. (I. de 
Jough.2 An average labourer according to his estimate earned 
2-7d. u day, i.e., inorc*^ than Coryat usenl to spend. An 

average lalmurer, therefore, (oulcl live, in those days, a life of ease 
and comfort compaiable to British standards of living. 

No wonder them if he could appreciate the true import of this 
ideal — ^Plain T/iving and High Thinking — made possible for him by 
economic freedom according to the then standards of necessaries 
and comforts. 

It stands to reason to presume that possibly there was more 
of ^ plenty ’ in the earlier Hindu times when population was not 
so dcHtise and pressure on the soil not so acute as in the 
later times of the Moghuls. Then add to this age of plenty 
an atmosphere of placid sere^xity, noble imaginations and 
high resolves preached by Gautum Buddha and Shankra^Acharia. 

* Indian Rconnmio Life— Brij Narain. 

R 8 
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The result could not be anything else but an ethical conduct ot 
life whi(!h impelled people to shun sordid ambitions and preach the 
gospel of Plain laving and High Thinking, being assured of 
course of their economic freedom mad© possible by the bountiful- 
ne*s8 of nature. 

roining down to the ju-eseni times we find a definite tendency 
amongst Ihe masses towards a lowering of the standard of living. 
Various reasons seem to Ivo responsible for it. 

h'irstly, British rule gave comparatively more of peace and 
security of life and property and ])opulati(>n began to increase until 
it reached the saturatioii point. The increase of impiilatio'ii since 
1872, when the first Census was taken, up to 19*31 has been 71*2. 
Neither the area under food grains, nor Industrialisation along the 
modern lines kept pace with this increase. According to the esti- 
mates of Mr. Sapre, the (optimum numWr as i‘ai* as agricultural 
population is concerned has long been j)assed. . “Under Indian 
(jonditions an average of twenty to tweniy-five acres of “ dry land 
and of five to seven acres of ‘ wet land ’ suffices to support a family 
but if holdings were rearranged on this basis more than half of 
the existing population would l>e displaced. And then owing to 
tlic5 increase of population and the laws of inheritance, the average 
holding in India has come to Im between 3 to 4 acres. Oultivation 
according to the lUiodern methods of agriculture is well nigh im- 
possible. We are getting ^ diminishing returns ’ from the soil 
under the existing methods of production, and (he agriculturjal 
incomes are falling. Lord Ourzon idghtly observed as follows in 
his budget speech in 1901. In every country that is so largely 
dependent pii agriculture, there comes a time and it must come in 
India, when the average agriculture income per head oeaises to 
expaiul for two reasons; — ^First, that the population goes on increas- 
ing. Second that the area of fresh ground available for cultivation 
does not increase pari-passu, but is taken up and thereby eathausted. 
When this point is rea<5ked, it is of no good to attack the Govern- 
ment for its inability to fight the laws of nature. Wlmt a prudent 
Government endeavours to do is to increase its non-agrioultural 
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sources of income.” What Lord Ourzoii .said in ihe year 1901 has 
already come out to he true as tar as agricultural production is 
concerned. The renuHly as Lord (hirzon obseiTcd lies iji Industri- 
alisation. Bui Tndustiialisation along the luodern lines has been 
very slow. The new large-scale Industrievs can almost he counted 
on fingers. And what is more — even the jxipulation released by 
the Cottage Industries, on accoimt of coin j)etit ion of uiachiiie made 
goods from inside and abroad, has not l>een wholly al>«()rlHxl by 
the new large-scale Industries. Each successive census therefore, 
shows an increase in the population supported by agric ulture and a 
decrease in the population supported by Industries. And India is 
the only country among the civilized (*ountiies (»f the world which 
shows a ])rogressive decrease in population supported by Industries. 
The increasing population, therefore, without a (‘orrespoiiding 
increase in the new sources of wealth, adverstdy afiected the 
standard of living. 

Secondly, tlie construction of liailways and provision of up-to- 
date means of communication linked the Indian Market with the 
markets abroad. It stiinulatcxi the export ot focxl stuffs, while 
sufficient care had not Wn devoted to (Mihance the productivity of 
the soil in order to create a real ‘ exportable surplus * without any 
detriment to the consumer. An Indian consumer had to pay the 
same price for his rice and wheat which a man in lAmdon would 
l)ay minus the freight charges, while wag(vs in India did not rise 
to the same extent. The only alternative open to the Indian 
consumer was to cut down his standiird of comforts to nurchase his 
necessaries of life and this he co\ild do easily being dominated by 
the philosophy of ** Plain living and High Iliinking.” 

Thirdly, besides the rise in prices of fcxxl stuffs the general 
level of prices in India was comparatively greater than that of 
Bngland and other countries which were on the gold standard — 
a comparatively more stable system of cumuicy in those days. 
While real wages in England were rising, wages in India did not 
rise to the same extent as prices. 



8. A. SAMAB 




The following table will bear out this conclusion : — 


TAm,K OoMrAHiNG ruE Movement of Pekoes and Wages 
Between India and Enuiand. 

1871—1893. 


E.S 


Year. 

Index numbers 

of eilver Index numbers 

commodity of wages in 

prices in India. 

India. 

Index nombere 
of Gold 
commoditr 
prices in 
England. 

Index numbi 
of wages 
England. 

1871 

100 

... 

100 

100 

1873 

107 

100 

111 

112 

1875 

103 

97 

96 

111 6 

1877 

138 

97 

94 

1098 

1879 

J35 

100 

83 

1058 

1881 

106 

99 

86 

106-5 

1883 

106 

102 

82 

106-5 

1885' 

113 

106 • 

72 

109 

1887 

111 

114 

68 

107 

1889 

125 

112 

72 

1098 

1891 

128 

118 

72 

118 

1893 

138 

119 

68 

117-4 

Atkinson’s 

silver prices in 

India in the Journal of the 

Statis- 


tioal Sui'vey March 1897 and W. T. Laytrai’s Introduction to study 
of prices. Adapted {r<w Ambedkar’s Problem of the Snpee, 
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The following coucluHioiis may be drawn from this table : — 

(1) Prices in India between 1871 — ^1893 were rising more 

rapidly than money wages, thus reducing further the 
real value of wages, 

(2) Money wages in Kngland l)etween 1871 — 1893 were 

rising more rapidly than pri(‘es, thus enhancing the 
real value of wages. 

'rhis was a catastroj)hi(^ period in the history of Indian Cur- 
rency. liven in the normal si^an of fourteen years from 1900 — 
1914, except the year 1907, we find the same tendeimy in evidence. 
The index numl>ers ot ihe Statistical Ue})artment show, tliat in 
spite of the gold value of tlie rupee remaining stable, its internal 
purchasing power fell heavily during this period. Prices of all 
articles, excepting a few were higher in 1913 than in 1899. And 
wages were not rising prof)ortionateJy. On aecomit of the un- 
limited sale of Council Bills at a particular price, to maintain 
stability cd' excdrarge, )nore and more rupees had to l)e coined in 
India. This inciease in the volume of currency had its inevitables 
effect of raising the level of prices to a much greater extent than 
in Kngland and IT. S. A. 

The ra<*e between the- prieewlevel and the wage-level left a 
gap which could only be filled up by a lowering of the standard 
of living. This rise of prices ha«, no doubt, benefited a few big 
Zaminclars, who have a surplus for the market, but the smaller 
farmer has little to gain by this rise in pricjes. And India is a 
country of small farmers. 

Fourthly, the western civilization and culture imparted to the 
peoi)le of thie country w^as rather incomplete and only helped to 
bring into prominence the comparative inferiority of the latter as 
far as their standArd of living was con(*erned. A state-policy 
favouring the education of the Lidians on European lines was 
adopted. The new ideas al)out standard of living engendered by 
the Industrialism of the west were conveyed to them through that 
education. An efficient standard of living, w^hich added to the 
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pro(lxi(‘tivity of the workers, was considered to \}e a good standard 
of living. The old idea of a few and simple wants and an atmos- 
phere of ‘ placid serenity ’ came to be relegated to the background* 
An Indian wa^s thus unhinge<l from his ‘ social mtK>rings’ bnt 
conditions which conld tit him in the new scheme of things were 
not provided. He was not absorbed in the newly created com- 
merce and imliKstry. A consciousness of a better standard of life 
began to arise without the means to accomplish it. It only brought 
into clearer relief his own compamtive }>ositioii. 

AV'e shall see below’ whether an average Indian in these days is 
really capable of living a life (omimtible with the great ideal 
of Plain Living and High Thinkijig. ,l)oes he leally earn enough 
of income w’hich ensures him free<lom from that degrading type 
of poverty w’hich freezes ihe mind and l>euuinl)s the intellect and 
leaves a man inca liable of high thinking? 

The national income per head has lietm differently ciilculated 
from time to time. Hadabhoy Navrojee calculated in 1870 that the 
average income per head of the population was Hs. 20 per annum. 
The famine commifision of 1880 calculated the agricultural income 
to be K-s. 18 and the uon-agricultuial income to be Ks. 0 ])ei‘ head. 
Thus the total income according to their estimate was Rs. 27 per 
head per annum. Lord Ciirzoii cstimaled the total income to be 
Rs. 30 per head in 1901. According to the estimates of Kir Robert 
(liffin made in 1903 in his paper on' “ Wealth of the Empire and 
how it should be used/^ it was calculated to be U2 just the same 
UvH Lord Ourzon’s estimate. The recent and the highest estimate 
made by Findlay Kherraa in 1922 w as Rs. 116, 

All these figures should l>e ac<epted and interpreted wdth 
caution. Firstly, such statistics iu India have not been organised 
on scientific lines, and leave mucli to be desired. Secondly, the 
monetary increase in incomes does not ideally indicate improvement 
in the well-being of the people liec^ause pricee have increased during 
the last thirty year® retlucing the real money valxio of these 
incomes. Thirdly, these estimates only go to sho'W that if the 
total wealth of the country were redistributed amongst its total 
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population then a particular amount of income would be the share 
of each individual but it does not show whether ilie absolute share 
of the different clasvses of peojde in terms of the comforts and 
necessaries of life lo which those classes are accustomed has in- 
creased or decreased. These estimates can, however, l>e useful to 
some extent in giving* us an idea of the economic* ])osition of this 
country as compared wilh the other countries of the uorld. And 
further they ctui enable us to examine the view whuih is often 
advanced tluit in recent years there has taken plar*© with the deve- 
lopment of the resources of the country and the growth of enter- 
prise on the j)art of the community as a whole, a. very (ousiderable 
increase in their national income and consequently in their iimterial 
well-being. 

According to the most liberal estimate of Findlay Sherras 
which we adopt for our purpose, an Indian on average earns Rs. 9 
per month. A (*omparison of this national inco^me with the western 
(‘.ountries would be interesting. It is i*(i per month pei^ head of 
the iK)pulation for TI. S. A.* £4-4-6 for TT. K., £S-4-4 for France, 
£2-10-0 for Germany. 

It will thus appear that India claims the distinction in the 
modern times of showing the lowest income per head of the popu- 
lation as compared with the civilized countries of the west. 

The jiational income is a rough index of tlu*^ prosperity of the 
people. That it has increased during the last fifty years, lu body 
will deny. But does it really involve human or vital welfare is the 
real question? Money, after all, is means to an end. The end is 
necessaries and comforts and luxuries of life. The amount of units 
of pim^haKsing power is only incidental. The amount of commo- 
dities these \inits will purchase is the real thing. Now let us see 
whether this national income of Rs. lit) p(u* heatl per annum can 
purchase for one man even his necessaiies of life. If we aj^sume 
only the lowest possible ration which is given to prisoners in jail 
just to keep body and soul together, vre find that a <‘onsiderable 
amount of this income will be taken up by diet alone and very 
little will be left for other necessaries of life. According to the 
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estimates of Ool. J. P. Cameron, C.I.E., if a free man is 

to be given the scale of jail dietary worked at rates prevailing in 
the l(Kal markets, the cost of food per man per annum would be 
Ks. 97-lS-lO. Add to this the cost of clothing, house room, 
laundry and some innocent recreations of life. It is a wonder of 
wonders how all the people with an average income of Rs. IIG per 
annum would l>e able to meet these expenses when only diet, and 
that also the poorevst kind, would take away Hs. 97-lS-lO. On the 
basis of these figures we can conclude that this national income is 
not sufficient even to provide for the people a decent standard of 
necessaries for existence. It has been rightly remarke<l ihat the 
average income in India is just eno\igh to feed all the people on 
(ondition that they all consent to go naked, live out of doors all 
the year round, have no amusement or rec*raation and want nothing 
else but food and that also the lowest, the coarsest and the least 
nutritious. 

Imagine a country so rich in natural resources — ^})erhaps the 
richest country in the world os far as mineral resources are con- 

c 

cerned and so miserable in its standard of living. Can there be a 
l>etter example of the contrast between tht' l>oimty of nature and 
the povery of man in the twentieth century? Can a population 
with such a low standard of living appreciate this ideal 
of Plain laving and High Thinking? The answer is ‘ No.’ 

Hut this conclusion is of a very general and j)rovisional charac- 
ter. It only shows that if the total national income were ’re- 
distributed amongst the entire pojnilation of the country, the 
income per head would he so low that it would not ensure to the 
people of the country even the bare necessaries of life. This 
hyjiothetical if ’ does not conform to the actual conditions of 
life. In actual life we find people rolling about in Rolls Boyces 
and also people squatting on the pavements with nothing but rags 
on their body asking for a pice or two to satisfy the craving of an 
empty stomach. “ In Bombay for instance, in the words of Vera 
Anstey, the motor car driven possibly by a Parses ludy dodges k 
and out between foot pa8S6ngei*8 and bullock carts, the latsist 
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product of the XTniversities jostles with the fakir, the hioad and 
beautiful streets look oui on lo the narrow alleys of an hlastern 
bazar. In a few moments one may pass from the luxurious danc- 
ing hall of the Tajmahal Hotel to dimly lighted back vstreets whose 
pavements are covered with the wsleeping figures of the inhabitants 
of the Ohawls, or from the operating theatre of au up-to-date 
hospital to the haunts of emaciated, disabled heggars, who drag 
their possibly self -mutilated limbs through the noisome dust and 
dirt of the gutters.” This dismal picture of the conditiotis in 
Bombay, drawn by Vera Anstey, is true of all the big towns of 
India. It shows that the national dividend worked out above is 
distributed in a way which enables a part of the po])ulation to live 
a life of (‘omfort and luxury and the majority of people in India 
are denied even the ordinary ‘ ne(*essarit\s ’ for existence, i.e., 
food and shelter. And the e<onomic well-being of the great majo- 
rity is the real index of the human prosperity. It will be, there- 
fore, more instructive to approach the subje<*t from the standpoint 
of actiuil distribution of national wealth. An estimate, of the 
scales of income of the various classes of society indicating the 
proportion of population enjoying luxuries and comforts of life, 
living in comfort, on margin (if subsistence and poverty would be 
more tnie to the actual conditions of life and helpful for our pur- 
pose. 

An attempt to analyse the various grades of income has been 
made by Messrs Shah and Khambata. According to their esti- 
mates the national dividend, commencing from the toj) witli the 
highest average income per head, is distributed as follows : — 

(A) COOO Individuals with an average income of Bs. 100,000 

per head per annum. 

(B) 230,000 Individuals with an average income of 

Rs, 10,000 per head per annum. 

(C) 270,000 Individuals with an average income of 

Rs. 6,000 per head per annum. 

F. 9 
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(T)) 2,’')00,000 Individuals with an average income ol 
Rs. 1,000 per hrad per aunitm. 

(E) 3o,(M)0,000 Individuals with an average income of 

Its. 200 per head per annum. 

(F) The rest of the population with an income of Be. 60 

per head per annum 

These classes have l)een classified into the following categories 
and their percentage proportion to population has been worked out 


and shown below: — 

Percentage. 

Class A — Enjoying comforts and luxiiries of life ... 0016 

Class B — Living a little above comfort ... 0721 

Class C — living in comfort ... ... 0846 

Class I) — living below comfort ... ’ ... -7836 

Class E — living on margin of .subsistence ... 10917 

Class F — Living, below the margin of subsistence ... 88’08o8 


Proceeding on the basis of average national income per head 
we saw that it was just enough to feed all the j)eople provided they 
consented to go naked, live out of doors all the year round and 
wanted nothing else but food and that also of the coarsest kind. 
That conclusion was considered to be hypothetical and not true to 
the actual conditions of life. An analysis of the actual distribu*- 
tion of this national dividend between the various classe.s of popu» 
lation was considered to be more desirable and instructive ftir the 
purpo.ses of this enquiry. Proceeding on this basis we find almost 
the same story repeated. The first four classes— A to D— forming 
alxnit 2 per cent of the entire population can afford to live, with 
families, a life approximating to comfort, a microscopic propor- 
tion, being in a position to enjoy luxuries of life, 10 per cent 
of the population can live on margin of subsistence and can afford 
to have ‘ necessaries ’ of life providk they have no imiuHes to 
support. The i-eet of the population about 86 per cent cannot 
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afford even to have * necessaries ’ for existence for themselves, 
maintaining of families hein^ out of tlu* (question. 

Consider then a huj>e ‘ scrap-heu]) ’ of humanity living a life 
of abject i)overty and starvation and talking of the great ideal of 
Plain living and High Thinking. The only philasophy Ihey can 
possiblj^ appreciate ks Ihe ‘ philosophy of misery and Ihe misery of 
philosophy.* Hightly has Marshal! observed thai a man who is 
destitute of materml wealth cannot b©c*ome the noble being he 
might be; he cannot be, if we may say so, what (lod intended him 
to be. 

So far we have })roceeded on the basis of national dividend and 
the distribution of this national dividend amongst the various 
classes of society, in terms of money. But ‘ human dividend * is 
more important than this superficial national dividend. And that 
‘ human dividend ’ in the words of ITolison consists of the 
amount of vital or organic welfare conveyer! in the pro<luciiig or 
consuming processes for which this concrete income stands.** It 
means in other words that no examination of the Kronomic welfare 
of a people is comidete unless account is taken of what they actu- 
ally i)roduce and the conditions under which they produce and the 
quantity m well as quality of things the\ consume. This will 
mean a further examination of the major classes of the population 
oil the basis of their actual income, expenditure and stuidard of 
living. We have selected for this purpose the agricultural class 
and the Industrial working class and the two combined will com- 
prise about 80 per cent of the entire population and nearly the 
whole of what we have termed as class F. A glance at their 
actual standard of living will help us to confirm or reject the 
conclusions at which we have arrived so far. 

The standard of living of the agricultural class can best be 
judged by taking a family cultivating a representative holding and 
ascertaining* the quantity and quality of what they eat and how 
they live. It is difficult to discuss the conditions of the agricul- 
turists in the diffeirent provinces within the space of a few pages. 
We^ therelorej take a representative holding in Bengal and see 
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how the agri( ulturint actually lives. Aad conditions will be found 
more or less the same, for small laud-holders, all over the country. 

A scale of dietary of an average agricultural family consisting 
of 6*16 members and cultivating a fann of 5*21 acres has been 
worked out by Mr. Momiu in his Settlement Report of the Jessore 
District, Bengal and he has compared it with the estimate of diet 
given to prisoners in Jail. 


Estimate according to 

Mr. Moinin’s estimate. Jail Rations. 



ite. 

a. 

p- 

Es. 

a. 

P- 

Rice 

147 

;> 

,0 

123 

0 

0 

Salt 

3 

8 

0 

3 

8 

0 

Dal, Fish and Vegetables 

24 

0 

0 

48 

4 

0 

Spices 

5 

0 

0 

2 

11 

0 

Oil 

12 

0 

0 

21 

6 

0 

Gut 

6 

0 

0 

3 ; 

14 

0 

Antiscerbutios 

0 

0 

0 

1 

0 

n 


197 10 

0 

208 

1 

0 


These figures speak for themselves. According to this esti- 
mate the food required for four priscniers will be sufficient to 
maintain 515 members of an average agiioultural family in Bengal. 

The Bengal Provincial Enquiry Committee, however, do not 
agree with this conclusion of Mr. Momiu and try to show that an 
average family consisting of 515 members cultivating a farm of 
5‘2l acres get better food than that indicated by Mr. Momin and 
further save annually, after meeting their neoesaaitir expenses, 
Rs. dO or Rs. 6 per head* The average crop value is estimated at 
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Bs. 2,438 millions and it is divided by the number of families. 
This gives Bs. 79 per head or B*s. 4(>f) per family. To this are 
added another Bs. 44 as the average iuc oine of the family from 
subsidiary oceupations. The total income is thus Bs. 450 per 
family and the expenditure has been estimated ai Bs. 420 a year, 
leaving a balance of Bs. 30. The detail of the expenditure is given 
below : — 


Cost of Cultivation 



R«. 

a. 

P- 

Implements 

3 JO 

0 

Cattle 

12 

0 

0 

Seed 

13 

0 

0 

Manure 

0 

0 

0 

Labour 

40 

8 

0 


69 

2 

0 

Bejits, Cesses and Bates 

28 

6 

0 

Food 

226 

0 

0 

Clothing 

35 

0 

0 


2a8 

6 

0 

MivSCELLANiaOUS 




Lighting 

6 12 

0 

Tobacco and Betel 

7 12 

0 

Bepairs and Benewals 

12 

0 

0 

Social and religious ceremonies 

16 

0 

0 

Miscellaneous including education, amuse- 
ments, entertainments of relatives and 
visitors 

22 

0 

0 


Grand Total v., 420 0 0 



656 


8. A. SAMAB 


Let us now examine the proposition whether there really re- 
mains a surplus of Rs. 3(' with au agricultural family after meet- 
ing the necessary expenditure. The agricultural itidebteduess of 
Bengal has been estimated to be Re. 100 crores, but no provision 
has been made in the expenditure of an agricultural family for 
interest on debts. The examples cited by the Committee show that 
the rates of interest charged by private individuals in some 
cases are as high as 470 per cent. But the organised loan offices 
in Bengal accept deposits genemlly at rates fluctuating between 
15 to 20 per cent. A particular loan office in the district of 
Mymensingh was anxious to have a deposit of Rs. 10,000 at 24 
per cent per annum. Evidently then to have a margin of profit 
the rate that they should b<^ c harging to their borroweis must be 
much higher than what they pay to their creditors. It will not 
be too much to assume, in the face of these figures, a flat rate of 
25 per cent paid by the agriculturists on their loans. According to 
this figure the payment of interest alone by the cultivators on their 
debts would a, serious drain amounting to Rs. 2') crores per 
annum. It is really astonishing to see that no provision should 
have been made by the Committee on this head while assessing the 
expenditure of an ordinary family. 

Again no provision has been made for bedding and household 
necessities. Even with the* poorest cultivator some household 
utensils a nec^essity. He must also incur some expenditure on 
barber, washing, etc., and nearly all, in ca^e of sickness, mxist 
spend something on medical treatment. No account has been 
taken of all these things in the items of expenditure of an agricul- 
tural family. 

In the fatre of all these facts one can hardly see his way to 
agree with the finding of the Committee that there is really a 
surplus of Rs. 30 per annum j>er family. 

Another significant sentence in the Report about the standard 
of living of the peasants of Bengal needs deamination. ** The 
standard of living the Bengal peasant has been steadily on the 
rise* Within the last two generations a remarkable advance hM 
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made. They now wear more numerous and more expenaive 
ariieles of attire than their grand-parents did half a century ago. 
Attention is now directed to sanitation, education of children and 
medical treatment, on which more money is Wing spent every year. 
Luxuries have incjeased to a considerable extent by their intro- 
duction into villages by the improved means (vf communication. 
(Cigarettes have to a large extent re})lacefl the cheap indigenous 
tobac('o which used to be smoked before. II cunnot he said hoir- 
ever that the peasants nofr eat much better for the same improve- 
ments in the means of transport hare caused the good things 
produced in the villages to be forwarded to the more prospermts 
localilics such as cities for sale'' — A very fantastic idea, indeed, 
of the standard of living. 

An improvement which is achieved by substituting ‘ luxuries * 
for * necessaries ’ of life cannot be a remarkable advance in the 
standard of living. An increase in the consumption of intoxicat- 
ing drug.s and harmful luxuries wull be but a poor index of the 
growth of prosperity. The real criteria of an advanced staridaid 
of living will be better food, better and hygienic houses, Wtter 
clothes, cleaner surroundings and a material appreciation of all 
that goes to build healthier bodies, enrich personality, stimulate 
the mind and release capacity. That an average cultivator does 
not get better tood than he used to about a hundred years ago 
is a fact w'hich has been admitted by the Oommittee. Wherein, 
then, does the improvement in the standard of living lie? Surely, 
not in the substitution of cigarettes by indigenous tobacco. More 
money, spent on medical treatment and sanitation, would surely W 
a very good index of improvement in the standard of living but in 
the expenditure of an ordinary family as assessed by the Oommittee 
there appears to be no such item of expenditure. And the neglect 
of sanitation is often evidenced by heaps of sewage and the absence 
of latrines which enhance the general pollution of air. Houses are 
built without ;^linth8. There are no windows or other adequate 
arrangements for ventilation. To restrict further the entrance of 
light and air, in order to observe complete privacy, kerosene tins 
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and gunny bags are used as screens “ In dwellings such m these 
human beings are Imrn, live and die.’^ 

One feels constrained to remark that these are not the sigiis 
of real improvement in the prosperity of the average cultivator 
and agree with Mr. Momin that his standard of living is decided- 
ly inferior to that of the prisoners in Jail. 

The condition of the Industrial worker, in spite of the ameni- 
iies of town life, Is in no way better than that of the ])?asant. His 
earnings are too small to enable him to have even the necessaries 
for esdstenee. A good well-ventilated room with sufficient light 
is a rare thing for him. He often lives and passes away his nights 
in the open and wcjrks in the factory daring the day time. 

The scales of wages mentioned, by the Royal (-ommission on 
Indian Labour are between Rs. 10 to Rs. 2b per month for the 
unskilled worker, Rs. 30 to Rs. 35 for the skilled worker and 
about Rs. 50 for the highly skilled worker. A inajority of the 
workers fall within the 1st and 2nd Ciitegories. The highly skilled 
workers are very few. In the TTnited Provinces investigations 
made for us in Cawnpore, Lucknow and Gorakhpore each show 
that the great majority of families receive not more than Hs. 30 
per month. The level is probably higher in Cawni)ore than in 
other centres, but even he?*e w^e doubt if, among the rank and file 
of industrial workers, the average earnings exceed Rs. 25 per 
month. Except in the coal-fields, th^ family earnings of workers 
in organised Industry in Bengal and Bihar and Orissa exceed 
Rs. 30 on the average and in the more important centres in the 
Punjab are distinctly over Rs. 35 (Royal Commission on Indian 
liabour). 

An idea of the apportionment of this income iu the various 
channels of expenditure can l>e had from the following table which 
has been worked out from the figures supplied by the Bombay 
Tiubcur Office and which lelate to the families of workers at 
Sholapur and Ahme^abad. In the Sholapur enquiry the average 
numbei’ of people in the family excluding the absentees is 4-67 
persons* In the Ahmed^bad enquiry the corresponding number ii 
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H 87. We have, for our purposes, nsuuTued the number in a family 
to be four and worked out the followiiip: expenditure per head in 
the important items. 


Bholapur expend iturf^ 
per head per 
month. 


Ahmedahad Ayerage 

expenditure per expenditure per 

h«‘}id per month. head per month. 


Food ... 4 10 ti 

House^rent 0 10 0 

Clothinp: ... 1 1 11 


5 11 2 6 2 10 

1 2 fi 0 14 3 

0 14 10 104 


The expenditure on payment of interest o-n debts, tobacco, 
liquor, etc., has been omitte<l. 

An average expenditure of Rs. 5-2-10 on food ])er month can- 
not be enough even to maintain body and soul together and is 
I videutly much less than the money spent on prisoners’ ration per 
head j)er month. The following table prepared by the Bombay 
I/iibour Office, comparing the daily consumption of cereals and 
other articles of food per adult male in lbs. and the Jail allowance, 
will hoiir out this statement. It is based on the budgets of 2,473 
working class families. 


Articles. 

Family 
budfceiin Iha. 

Cereals 

... l-2» 

Pulses 

... 05) 

Beef and Mutton 

... m 

Salt 

... 04 

Oik 

... 02 

Others 

... 07 


Total 1-64 


Homhay JaiU. 

Hard labour 1 I»r. Light labour lbs. 


1-50 

1-38 

■27 

•21 

•04 

•04 

•08 

(W 

•03 

•03 

1-87 

1-69 


F. 10 
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■ These figures speak for themselves. It is ueedless to empha- 
sise the poverty they disclose. 

Further it is hardly conceivable that a labourer with an 
average expenditure of Rs. ft-14-8 can be able to get enough of space 
even to sleep at niglit'^ leaving aside the question bf a well- 
ventilated and comfortable room. In Bombay, according to the 
estimate of Dr. Gupta, at least 70,tKX) to 80, (XK) labourers belong- 
ing to the T'uiled Pnninces and the Punjab have no houses at all. 
They arrange their board with some friend or rt‘lative, keep the 
belongings in a corner of their room and pass the night away in 
the open or in the verandah. The few fortunate ones who can 
afford to pay Rs. 4 to Rs. 7-8-0 per month have a dark, ilhventilat- 
e<l room and live there with a family. In Calcutta the condition 
of the ‘ Basties ' is inexplicable. The typical unit of this quarter 
in the words of Dr. Mookerjee consists of a courtyard some 10 
feet by 15 feel, surrounded on all sides by thatched huts made of 
mud. Each hut gives shelter to four or five people— men, women 
and children, there being only one bt*d in the family, one tap and 
one closet for the whole colony. The rent is as high as Rs, 8 per 
month. Some times Anglo-Indian families of four or five mem- 
bers are living in cells which have been originally built for sUnijig 
coal, or may have been bath lOOJns. No W(»nder then if these 
conditions lead to pliysical deterioration and moral laxity. 
The ludfistiial lowns throngliout India show a higher 
dtath rate over birth rate. Childhood is poisoned at the 
very source and infant mortality is highest in these 
surroundings. 

average expenditure of Re, l-()-4 per hea^ per month can- 
not be considered sufficient for clothing. Four dhuties and four 
shiits, two gamelrafs and tuo ])aiif of slippers will cost at least 
Its. 15 a year. Then soap washing must nntail a 

further expenditure. liick of education, ignorance of the 
laws of hygiene, general inertia and lack of desire to improve kis 
own condition leave the labourer contended with his body enclosed 
in a Wust of dust. V 
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TI 11 & stndy of the at^iidards of living of the agricultural and 
the Znduatrial labour classes leads us to the same conclusion at 
which we. arrived on the basis of national income and its distribu- 
tion amongst the various classes of population. The food that 
they gel is decidedly inferior to the diet given to prisoners in Indian 
Jails. While the Industrial labourer is generally a homeless 
worker and of a migratory character, the agricultural worker who 
possesses a house has his living and beang amidst filth, squalor 
and mud. Those Industrial workers who can afford to have a 
house live in deiis unfit for human habitation. They often leave 
their wives and children behind in the < ountry and seek relaxation, 
according to Dr. Gupta, in vice and immorality. 

While a common labourer in the IGth century could enjoy 
necessaries and comforts of life comparable to the British standards 
of living, 88 per cent of the population in the 20th century cannot 
afford even necessaries for existenc*e<. Foi* about 2 per cent of the 
population the luxuries’ of the past have become the necessaries’ 
of to-day but for its major portion eve?i the necessaries of to-day 
have become luxuries of the past. They cannot get better food 
than they used to get about a hundred years ago. Milk, butter and 
ghee are almost a luxury for the majority of the i)opulation. If 
w’e were to choose to feed, clothe, house and provide recreation 
of the most primitive kind, under the present methods of produc- 
tion, for as many people as possible, then two-thirds of the present 
population shall have to be displaced. 

These are conditions of life which will be a disgrace to any 
community calling itself civilized. Plain Living and High Thinking 
which presupposes ‘ Economic freedom ’ is not only unattainable 
under the conditions but is unthinkable. A semi-starving popu- 
lation brought up under constant ravages of poverty and disease 
must be positively incapable of high thinking. 

The old methods of production in the 20th century, when 
population has increased to such an extent that nature has refused 
to shovrer its bounties any further and prices have iucreaeed to 
a greater extent than wages, suit neither the cld ( ultural outlook 
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of the people uor the new conceptione of standards of liTing. The 
salTatioii of India then lies in assimilating what is best in western 
cnlture and Industiialism and adjusting it to the culture of its 
own people. 

A synthesis of cultures is the only remedy. 



THE PORTUGUESE BANK NOTE CASE 

BT 

B. P. Adarkar, B.A. (Cantab.), 

FrofesBor of Economics, Benares Hindu University. 

As soon as the cusp Banco de BoriUifaU v. Waierlow and 
Sons, Ltd,, came up for hearing at the Bench Division in 

England, it became at on(*e clear tbat the famn’nating juid intricate 
problem presented by the case would of a kind altogether 
without a pre<‘edent. Unquestionably the monetary conundrum 
was a difficult <uic even for judges of great mmmercial experience. 
Only a fringe of the problem was touohe<l upon in course of the 
proceedings, but even in regard to that honest differences came 
to light l)etween the judges, whose varying views may i)erhaps 
be cmtshadowed only by the differences which have already develop- 
ed among monetary economists themselves. As this case is of 
more than passing interest and more than mere local application, 
it is intended in this article lo make a statement of the issues in- 
volved so far as the economics of the matter goes. It will be clear 
as we analyse the issues that the case turned upon the validity of 
notions which lie deep at the very basis of the theory of banking 
and money^ 

The facts of the case may be very briefly summarised without 
going into any legal intricacies. Messrs. Waterlow, an English firm 
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uf printers, held a contract lor printing notes for the Bank of Portu* 
gal. A gang of inteiuatioual swindlers, of whom one Marang was 
the chief and actire agent, made a fraudulent representation to 
Messrs. Waterlow as being authorised by the Bank of Portugal to 
that effect, and succeeded in including Messrs. Waterlow to pro- 
duce notes, in all technical respects genuine and privia facie 
acceptable, to the extent of f3,00(t,000 worth uf escudos. After- 
wards by means of a series of clever devices, the gang succeeded in 
unloading and putting into oirculation notos t(; the amount of over 
i‘ 1.000, (KKt before the fraud wa.s discovered. The Bank of Portugal 
took prompt and decisive action. They seize*! over 3H3,()02 of the 
5(!0-escudo notes (which was the only .denomi’.atiou use! by the 
swindlers), and redeemed 20b,718 and paid “ gocxl ” notes of other 
denominations in exchange; only (),b80 uotes leanained- pnaccormt- 
ed for. The Bank of I’ortugal recovered an amount of about 
£488,430 from liquidation of the Bank of Angola and other assets 
acquired by Marang and his associates. The Bank of Portugal took 
the next step of suing Messrs. Waterlow for damages in respect 
of redemption of the* forged notes, arising directly as a consecjuence 
of the negligence and breach of contract, committed by them. 
Messrs. Waterlow admitted that a breach of contract bad been 
committed, but in regard to damages pleaded that the amount of 
damages to be allowed should not be more than the mere cost of 
printing the “ good ” notes which wtfre exchanged for the “bad” 
notes, as the Bank, in their view, did not suffer any other lOsa, 
the notes being incovertible paper currency. Here then was the 
conundrum : should damages be awarded to the extent of the 
whole market value of the notes redeemed (at the rate of exchange 
£1=9() escudos), or should they be referred to the cost of printing 
the “ good ” notes alone? The case was heard by nine Judges U 
the King’s Bent* Kvision, Court of Appeal, and House of Lords 
and final judgment was enteretl by a majority of three to two in 
the last, admitting the Bonk of Portugal’s dbum to the amount 
of ^610,392, being the n^t loss suffei-ed by the Bank— -the market 
value of the notes 'exidianged pUi the cost -of printing the neti 
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good notes and minna the a^sels recovered from the swindlers. 
What had the Bank actmlly suffered? Thai was the gist of the 
problem and the nine Judges arrived at four different results. 

Mr. Hawtrey, in a recent isaue of the Economic Journal 
(September 19^2), has ably summarised the main events and facta 
of the case; his conclusions also, (*oming iron) a writer of such 
high authority, must be well w’oith consideration. Mr. Hawtrey \s 
vsupport, based on purely economic arguments, must indeed be in- 
valuable as proof of acceptability of the majority judgments of 
the Court of Appeal and the House of Lords. In the cin umstances, 
one would have supposed that the legal and the economic opinion 
were at last reconciled and nothing further could l>e said. But as 
another high authority on central banking has, in a special mono- 
graph on the subjei't,^ thoro\igbly sifted the evidence, analysed the 
facts and the theories and arrived at economic conclusions directly 
opposed to those of Mr. Hawtrey and of the House of Lords, it 
would be idle to pretend that the last has been heard of the contro- 
versy. Truth can he many-sided, but it must be single in itself. 
Despite careful clarification of issues, much depends on the inters 
pretation of facts, and as not all the fa(‘is of the cuvse (e.g., evi- 
dence as to the monetary and exchange policy of the Bank of 
Portugal) are clear, there is bound to be considerable ground still 
for real differences of opinion. 

In attacking the problem under discussion, we can narrow 
down the issue to its strictest limits by excluding from considera- 
tion the purely legal aspects of the case, such as, whether Messrs. 
Waterlow committed a breach of contract and were guilty of negli- 
gence; whether the Bank of Portugal too was open to blame 
for contributory negligence; or whether the Bank of Portugal could 
have avoided part of the “ loss ’’ in connection with the exchange 
of its unused notes for all Vasco da Gama (the forged) notes, by 

^ Bir Oiecil H. Kisoh : The Portuguese Bank Note Case, liondon. MarMiHan, 
im. Pp. i% -hS84. lOs. 64, 
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applying what was described as the “ A-P lest and distinguish- 
ing the good’’ from the “bad” notes. The whole economics of 
the problem is concentrated in that part of the (»ase which concerns 
the exchange of the 209,718 forged 500-escndo notes. Was it a 
mere exchange of pieces of paper of one kind for piec es of paper 
of another kind ? Or did the transaction involve a damage to the 
Bank whic^h was ecpiivalent to the face value of the exchanged 
notes, as the House of Lords decided? And if any such damage 
occurred, did it “ flow in the natural and normal course of events 
from the breach of contract?” 

Almost all the Judges arrived at the ( onclusion that the Bank 
had no alternative on discovery of the forgeries but to do what 
they in fact did.” The action of the Bank in withdrawing the 
entire Vasco da Gama issue and exchanging good escudo notes for 
it was undoubtedly reasonable and was in the circumstances, as 
Mr. Justice Wright remarked, ” an inevitable consequence of the 
falsification and circulation of these spurious notes.” On this 
point, j)erhaps, all wull agree. Again, we may well agree to aban- 
don the issue of the gold convertibility of the es(*udo notes in the 
near or remote future as a dead one, for the simple reason that 
such convertibility was only contingent and that damages could 
not be ref^n^ed to it. Any loss under the circumstances was, as 
Sir Cecil Kisch points out, ” dependent on adverse action by the 
State and capable of being avoided with the goodwill of the State.” 

That the Portuguese paper currency rested upon a basis of 
inconvertibility and had done so since 1891 is an undisputed fact. 
There is nothing to show either in the history of lV>rtuguese (*ur- 
rency or in that of the policy of the Bank of Portugal that they 
had at the relevant perio<l any intention to render their currency 
oanvertible at some undefined future date. 1 am glad that Mr. 
Hawtrey has denied the truth of the assertion of Mr. Justice 
Fright that the notes ” had behind them the liability of the Baidc 
of Portugal,” in any material sense. A majority of the Judges, 
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who tried tlie ca»e, naively Kupported the iuid I7th Kea#k>n8 

from the O^ase of the Bank of Portugal, which ran thiw: 

“ Reasons . . . (16) liecause the Rank's notes l>eing the 
currency of the (*ouiitry have the same value in their hands as 
in those of third parties. (17) Because Ihe true measure of 
damages is the market value al the material date of the 
genuine notes which by reason of Messrs. Waterlow’s brea<*li 
of contract and conversion the Bank iiaid out in exchange for 
unauthorised Marang notes." 

Mr. Bevan, Counsel for the Bank, had reiteratwl the same argu- 
ment everywhere: ** All 1 intended to tell Tour Lordships, and I 
thought 1 did, was that we are putting forward no claim, except 
on the figure representing the market value of the notes. We 
have never put a claim for loss of business or for being crippled in 
commercial undertakings or in State undertakings. We have claim- 
ed the value of the notes.” And again ” I hand out over a million 
sterling-worth of Portuguese notes, and I receive no value at all, 
and the position is exactly tlie siime, so far as the absence of value 
goes, as if 1 had stood on the top of the tower of the Cathedral 
of liisbon mid scattered them to the public. I got nothing for 
them." “ Value for goods not received " was the theme-soug of 
the Case for the Bank of Portugal and reminded one of the classical 
"pound of flesh." The question, however, was what did it cost 
the Bank or Mr. Bevan to scatter tluise notes from the top of the 
Cathedi'al of Lisbon P This question was not tackled satisfactorily 
by the courts. Mr. Hawtrey also thinks that Ihe ** ])ieoe of 
paper " argument (jannot stand, that the amount of (Uirren<‘y was 
dictated by the public interest, and that " any encroach meat on 
the assets by which the isstie is backed and from whic h the iirofils 
are derived is a dead loss to the issuing authorities." In the same 
l«*eath, he declares that the Government, in extending the note 
issue, was guided by no other motive than the public interest." 
If the public interest was served by extending the issue and com- 
pensating the Bank even teni|>orarily for its losses, the Bank clear- 
F. U 
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ly hafl nothing: to complain abiAit. Mr. Hawtrey^s “ public 
interest ’’ cannot be seized simultaneously by delimitation as well 
as by extension of the issue. It is also contended by Mr, Hawtrey 
that it is a mistake to suppose that ‘‘ a bank of issue necessarily 
cmi recoup itself lor its losses by increasing: its issues’'; that the 
^old and other assets are not aTailable to the bank of issue to offset 
the depreciation of its other assets. This recoupment of losses, we 
shall have to admit, however, depends upon the size of the infla- 
tion permitted to the Bank. If the Bank is allowed to indulge in 
an inflation large enough to wipe out any losses on account of the 
depreciation of certain assetwS, which could not be made good by 
gains on other assets, the final position of the Bank will be on 
the right side of things. If the inflation did not go far enough 
then only this loss on account of depreciation would lu' of some' 
magnitude. It cannot be said, however, that this latter was the 
case with the Bank of Portugal. The State; the inexhaustible 
source of authority for extending the limits of the note-issue, was 
l>ehind the Bank of Portugal and al) the available evidence shows 
that it did its job in all seriousness. 

The majority of the learned Judges assessed damages at the 
lull exchange value of the “ good ” notes which replac^e<l the 
Marang notes and in doing so were guided by the legal precedent 
or* the Tolturno case. Lord Fustice Grear gave the analogy of a 
cheque; “ If my purse containing £5,’' he said, is stolen, Ldo 
not recoup my loss because T have unused l>alance in my hank out 
of which I can draw by cheque another £5. The damage I have 
suffered is still £b, not merely the 2d. I have to pay for the cheque 
form.'’ Lord Justice Slesser gave a long list of oases to prwe 
that the face value of the notes must be taketi as the true measure 
of damage ; but none of the precede .a ts cited had any appHoatiou 
to the case under consideration in which not a private individual, 
corporation or bank, but a bank of issue itself was claiming 
damagefl for loss of papac aotes which it had an extended author^ 
to print in large quantities. 
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The 16th awd 17th Rea«oii» of the Bank’s Case, by which the 
Case stands or falls, are based on arguments which no monetary 
economist, I think, can countenance even for a momenl. The 
encroachment on profitable issue ” argument was slightly 
better, but as pointed (viit by Lord Warrington in the House of 
Lords, the Bank “made no attempt to prove that (except the 
expense of obtaining the paper and printing notes) they incurred 
any other loss or damage, directly or indirectly . . . liOrd 

Qrear called this part of the issue, which was encroached ui)on, 
“ a reserve for their future requirements.” The Lord Chancellor 
called it the “ assets of the sha reholder s.“ The future lequirc- 
ineuts would prol)ably never have materialised, as the commercial 
issue was subject io a maximum limit of 1% million escudos, and 
when the forgery wa« discovered the commercial issue amounted 

to only 64 million escudos, while in the years 1924-25, it averaged 
at about 110 luillious. As to the shareholders’ a^tsets, they were 
not affected at all by the forgerj^ for, at the time of the discovery 
there was still a goodly margin for profitable investment, 104 million 
esc udos only having been exchanged for the “ bad ” Jiotes. 
Moreover, a further addition was made to the commercial issue 
immediately afterwards by the Government to the extent 100 
million escudos, while another 100 million escudos was authorised 
in anticipation of the sums to be received from Messrs, Waterlow. 
Even if the Gk>vei*iiment had not taken this action, the loss of the 
Bank was only contingent and imaginary as the unused part only 
of the commercial issue was impinged upon and this at any rate 
was not going to bring any profit immediately or in the immediate 
future. 

Sir Cecil Kisch says As a purely hanking process the exploit- 
ation of the currency is not within the normal functions of a< 
Central Bank at all and no Centml Bank could with any weight or 
propriety claim that it had suffered loss through being restricted 
in the discharge of such a function for its own profit ” (pp. 218- 
19). Even sapposing, however, that the Bank of Portugal was run 
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on commercial lines and insisted on having its profit from com- 
mercial operations, it cannot, owing to the absence of any estab- 
lished exchange policy, be proved that the Hank was or could have 
l>een in a jiosition to issue that quantity of notes on commercial 
tooting. The use of the commercial issue was dependent on the 
availability of gocnl (‘ustomers requiring short-term credit for com- 
mor(*iul purposes and no evidence was produced showing that the 
circulation of the forged notes or their exchanged counterparts had 
leduced the number of commercial bills available to the Bank. 
From the figures given by him (on p. 256), Sir Cecil Kisoh draws 
th(' inference that the commercial issue was probably l>eing en- 
croached upon during the entire period 1925 — ^27, that especially 
in the first half of 1926 the average of the (ommercial issue 
remaimHl at approximately the position that existed when the 
fuuids were detected file average being* K. 57 niillions as against 
E. ()4 milli(uis at the l>eginning of December 1925 (p. 256). The 
inference, however, is not quite conclusive. It appears from the 
statistics given by Sir Cecil Kiscb himself on p, 212, that the cotn- 
luerciaJ issue had similarly stood at a low figure of E. 61 millions 
in Decembei’ 1924, prior to the introduction of the Marang notes. 
It was ])ix>bably a seasonal drop, which synchroniseil with the 
discovery of the unauthorised notes. Any how, if the commercial 
issue w as dependent upon bills and other short-term securities, it 
is not very clear how^ redemption of Marang notes affected their 
availability. No evidence was furnished as to this and, therefore, 
Sir Cecil Kisch’s surmise must be regarded as only tentative. It 
seems that the authorities decided to allow the exchange to break 
loose from its moorings and freely invested in the available short- 
term securities. Perhaps, in this I'egard international feu’ces were 
also partly responsible at the time— the easing exchaugei^ due to 
the Wall Street speculations and the buoyancy of commercial feel- 
ing all over Europe and America. The Bank could get hold of short- 
term bills in plenty, it seems. Also perhaps the Bank effected at 
this time, what Sir Ctecil Kisch calls, a new orieutation of ex* 
change policy/' Motrefer, whether the Bank allowed the ea^haAge 
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rate to tall in order io facilitate large-scale opera! hiis of the coin- 
uiercial kind or whether the exchange rate fell owing to external 
Cannes, whiidi had no direct relevance to such an assumed policy, 
it is not possible to discover. Hut if the former was the case we 
may give our unqualified sii])pori to the conclusion of Sir Kisch 
that the Bank ma\ have been temporarily prejudiced in respei*t 
bi its commercial circnlation, as a result of frauds, in the period 
following their commission, but that it was able (o readjust its 
situation in a wa\ not open to a Bank maintaining the gold 
standard owing to the fact that there was no obligation upon it to 
maintain any ]>articular exchange ratio.” 

A second line of ai pioach to the qiied-ion of damages would be 
along the lines of the Bank of Portugars monetary and exch »nge 
policy, if there was one. Jt the Bank had been pursuing an in- 
exorable policy of price-control or of exchange-control, it could 
truly have said that to indulge in a bit of inflation, even though it 
be by courtesy of the Government, might be detrimental to the exe- 
cution of such a policy. It does not appear from the facts and 
statistics or from any evidence furnished by the Bank that the 
Bank was ever seriously pre-tecupied with maintenanc e of 
either the exchange or the internal value of the currency 
at prescribed levels. Mr. Hawtrey, however, makes the 
Wd assertion that “ The Portuguese authorities were 
pursuing an eminently sane and rational monetary policy,” 
and this after having confessed that ‘‘It is not easy to 
formulate the monetary policy of Poi tugal with precision,” Again, 
although Mr. Hawtrey cannot fathom the precise significance of 
the exchange fluctuations, he gives the Bank the benefit of the 
doubt and satisfies himself that the Poituguese were guarding 
against a ” recrudescence of depreciation.” He completely gives 
away his point, however, when he says that there was “ no evi- 
dence to show that the extension of the issues in 1926 either was 
intended to allow a further depreoiatioii or actually had that eff ect. 
if the extension of the issues had not that effect, there is no reason 
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for 118 at all to inquire whethei* the serious preoccupation’’ of 
the Bank with exchange stability was disturbed by the entire trail- 
‘ saction. As a matter of fact, the Bank of Portugal had no 
‘‘rational jiolicy at all either of exchange or of price control. 
Its career since 1891 was one long Odyssey of opportunism. The 
exchanges had fluctuated wildly in the year 1924, from 163 to 101 
escudos to the £ being the range of flii(*tuation ; and relative 
steadiness was achieved in 11;25. The surprising fact is that even 
uheii the Maraiig notes were inflating the note circulation, the 
Portnguevse authorities were able to maintain the exchange so 
steady till the end of tin' year 1926, and taking into consideration 
the fact that good notes were exchanged for bad ones and the 
inflation allowed to lie iinorporated in the monetary system, ])end- 
ing litigation, it is still surprising that exchanges remained 
1 ‘clatively steady right up to the end of 1927. Perliaps, inter- 
national causes were responsible tor this. At any rate, there is 
nothing to jnove tliat the Bank took any positive measui’es to cany 
out a predetermined policy of exchange control. This seems to 
have l)een not exactly a strong ]:oint in the Case for the Bank; 
otlierwise, the Bank might have pressed it upon the Courts. Any 
inductive reasoning from the stability of the exchanges, during 
1926 — ^27, which for aught we know ma\ have been a mere acci- 
dent, must bt: undertaken with caution. It is clear as daylight 
that the Bank of Portugal, under authority of the Portuguese 
(loveniment, availed itself of the opportunity of freely investing 
in commercial securities after 1927 and by so doing it derived an 
increasing, not dmiiiiishiug, profit year after year. Its dividends 
rose from 35 ))er cent in 1924 to 4t)' per cent in 1927 and to 46 per 
cent in 1990. The (government also seems to have profited from the 
entire transaction. In addition to the profits arising from the 
extended note issues^ the Bank was awarded liberal damages bv 
the Houst' of Ixirds. This, as Ixtt*d Hussell points otit in his dis- 
senting judgment, was something “ in the nature of a windfall for 
the Bank/' 8ir Cecil Kisch has pursuer! the career of this wind- 
fali through the accounts of the Bank and thiuugh the subsequent 
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revalorisatioii of itR aflsets hj the Portugueftc (ioverninent i-rior to 
the stabilisation of the escndo, and havs very ably demonstrated 
that, in all probability, the windfall finally reappeared in the form 
of a (leduetion from the profit of the revalorisation, amoimting to 
K. (58 millions. 

The f‘on(*lusion, therefore, must he that the Courts in Mngland 
failed to appreciate the full economic significance of the difi'erence 
betw(*eii a money-creating institution and a private corporation; 
that they <lid not (dearly see that the Bank of Portugal could and 
did modify the value of its currency by getting its commercial and 
other note issue extended by the Government; that it was not 
j)roved that any damage was suffered by the Bank in redeemirjg 
the Marang notes, apart from the expense incurred in respect of 
the printing costa of the paper notes exchanged, which costa weie 
compensated many times over by gains in other dilutions. The 
(piestion that remains to be answered is: Was at least economic 
justice done? The economic parties, as distinct from the legal 
parties, in the case were Messrs. Waterlow, tiie Bank, the Portu- 
guese Goveriiineiit and the Portuguese people. It is clear that 
when Marang and his asscKuates introduced the forged currency in 
l^ortugal, the people (rf that country were deprived of real lesources 
roughly to the extent that the former gained. Heal transfers, 
that is to say, took place between the escudo-holding public, and 
the swindlers. Keal transfers may also have taken place between 
debtors and creditors in Portugcil owing to the influence of tin* 
increased note issue on the price-level, but those transfers are not 
of any great relevance here. Now, in so far as the Bank profited 
by the award of damages and by extension of its note-issuing 
powers, the Portuguese public remained the losers; Wause they 
were the real sufferers and it was they who deserved to be com- 
pensated. At the expense, therefore, of the general *escudo- 
holding public, the shareholders of the Bank made a permanent 
profit which could not have been offset by any partial relief which 
perhaps was provided by possible remission in taxation by the 
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Portuguese Government due to its share of the booty. Thus it 
will be seen that the final judgment did not accord with the eco- 
nomic facts of the case and tbe award to the Bank, which perhaps 
was entitled to mental and moral damages for its anxieties and 
injury to its prestige, was based on a material loss which it never 
really sustained. 



IMPRESSIONS OF THE WORLD MONETARY AND 
ECONOMIC CONFERENCE 


BY 

Dr. B. N. Kaul, 

^4 lignrli Uni rersifg. 

The World Monetary and Ec*ononu(‘ (\)ni'eren(‘e wliicdi met 
last Slimmer in Tjoiidoii, was an uni(|iie event in the history of the 
world. ?fever before was a (*onf'eren(*e of this nature ealled and 
never before international aid ion eontemplated on siieh a scale. 
Sixty-seven nations were invited to the {V)nference and sixty-four 
actually iiarticipated. Su(*h a representative conference had never 
assembled before. In the scope of its proposed work and in the 
authoritative position of its participants this (Vmferen(*e was 
equally unique. Previous to this two other conferences, dealing 
with more or less similar problems, had been (‘ailed by the League 
of Nations. The Brussels Conterenc.e of 1920, how^ever, dealt 
largely with financial (piestions and the Geneva Conference of 1927 
with economic matters. This (’onfereiu'e was (‘ailed to consider 
all aspe(‘ts of world economy. Moreover, this (-onferein^e w’as 
composed of representatives of governments, who were authorised 
to conidude agreements on their behalf, while the earlier 
(Conferences w’ere composed of experts wdxo possessed great individual 
authority but. were unable to bind their governments. 

The C'onference naturally raised high hopes annmg the general 
public all over the world. As the crisis deepened it be(‘ame more 
and more- evident that atdion on a worldwide scale was necessary. 
National action, instead of improving the ])osition, had contributed 
to its deterioration from the w'orld point of view*. A conferern'e 
of this character, with the authority of so many governments 
behind it was expected to devise methods by which the depression 
could be relieved or at least arrested, and to put them into action. 
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To the general public, therefore, the fact that the Conference 
actually failed to arrive at any agreements which can be of 
immediate use, has caused keen disappointment. 

However, in well informed quarters hope was tempered with 
a sense of reality. It would have been a miracle if a cx)mplete 
programme of economic recovery had emerged out of the delibera- 
tions of the Conference. The Conference started under promising 
circumstances. The tariff truce initiated by the government of 
the U.S.A. was, within a few days of the opening of the Conference, 
entered into by countries representing 85 per cent of world’s 
foreign trade, thus putting a temporary end to the bitter tariff 
war which had been a marked feature of the depression. And on 
the 15th of June, three days after the opening of the Conference, 
the U.S.A. made a magnanimous gesture of friendliness by 
accepting a token payment of 10 per cent on the debt instalments 
due from her debtors and continued to negotiate with countries 
which had defaulted even in making this token payment. Still 
at the opening of the Conference the Economist wrote, “ The 
difficulties are admittedly great and it cannot be said that beneath 
the surface there is very great confidence in spite of the high hopes 
that have been placed in all parts of the world on this historic 
meeting.’’* The Statist in an editorial article published about the 
same date stated, “ The obstacles in the way of the adoption of a 
concerted plan of recovery cannot be underestimated, nor should 
those who realise that the Conference probably represents the 
turning point in the question of international co-operation allow 
themselves to gibes over the difficulties. ”2 

To begin with the date of the Conference was not happily 
chosen. The U.S.A., having passed through a severe hanking 
crisis, had just adopted a plan of national economic recovery lUid 
could not be expected to fetter down her freedom by agreements 
with other countries which interfered with her internal economic 
policy. Some cynics maintained that Mr. Macdonald, having 

1 The Bconofttist, VoU pXf I, p. im 

•The Statist, Vol tiXXS^V. »1. 
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gone to the TJ.S.A. to settle the debt question and' having failed, 
dared not return empty handed and so brought back an early date 
for the Conference, in order to divert public attention and silence 
critif'isin. Then, the problem of settlement of inter-governmental 
debts uas excluded from the agenda of the Conference. The 
disarmament negotiations, closely connected with economic condi- 
tions through their influence on finances of governments, were not 
making satisfactory progress at Geneva. But more serious than 
these was the realisation that agreement in an assembly in which 
such varity of economic doctrine and conflicting national interests 
were brought together was very diflieult of attainment. Those who 
realised the difficulties, therefore, hoped with discretion. They 
could not place mucli faith in the inherent sanity of governments, 
but entertained some hope that the bitter lessons of previous years 
might perhaps shake blind devotion to economic dogma and 
national prejudice. To them the failure of the Conference has 
(‘aused disappointment, but has not been altogether a surprise. 

Though the Conference has failed still, both from the point of 
view of economi<‘ theory and as an experiment in international 
co-operation, it remains a most instructive study. The conflict 
l>etween economic orthodoxy and free-thought and the failure of 
the only available method of international co-operation in the hour 
of trial are of the utmost significance. 

1. The Genesis of the Conference. 

The Conference arose directly as a result of the re(!ommenda- 
tions of the Lausanne Conference. It was the culmination of a 
number of earlier efforts to deal on an international scale with 
problems arising out of the depression. In the summer of 1932, 
when the liausanne Conference vrm held, depression in the eco- 
nomic activities of the world had reached an unprecedented level. 
The average fall of gold prices since 1929 had amounted to 30 — 35 
per cent. The sensitive price indices of different countries, made 
up of commodities which largely enter into foreign trade, had 
fallen by 66—60 per cent. Prices of individual commodities had 
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fallen even bv higher percentages. Production in industrial 
<»ountrieH had contracted by amounts varying between 25 per cent 
in the tlnited Kingdom to 66 per cent in the U.S.A. The value 
of international trade had been redu(*ed to about 35 per cent of 
the 1929 value. Unemployment had increased to 25 million of 
workers. The stoppage of international capital movement and the 
freezing of short-term debts was causing further complications. 
And in many <‘ountrie8 national income had l)een reduced by 40 — 50 
per <*ent.'* Tlie problems of a purely economic character, which 
are reflected in the contraction of ec‘ouomic activity mentioned 
al)ove, were in themselves difficult of wdution, but the position was 
made still more complicated by the fact that over tlie purely eco- 
nomic depression was superimposed the financial (‘risis of the 
autumn of 1931. 

The financial crisis liegan with a comparatively insignificant 
incident. In the sunuuer of 1931, a director of the Credit- Anstalt 
of Vienna asked tliat in view of the rapidly falling value of 
investments its assets should be revalued and the l^alance sheet 
amended a(*cordingly. The revaluation look place and this 
imjwrtant Austrian bank was revealed an insolvent. Sir Arthur 
Salter graphically descriltes the effects of this incident on filuaiicial 
circles. He writes, ‘ A few days later I was in the office of the 
(iovernor of the Federal Reserve Bunk of New York. He was 
turning from one telephone to another, sjieaking now to London 
and now to Chicago. He said as I entered, ‘‘ I have been speaking 
to Montague Norman. The position of (Vedit-Anstalt is serious, 
and the (onseqxieiices may be far-rea^diing.^' It was as if in 
another June seventeen years before, one had been in the Foreign 
Office of a great Euro|>ean power and been told of the murder of 
the Arcdxduke at Sarojovo, And the consequences vrere as rapid 
and as disproportionate to the immediate cause. ^4 The Austrian 
Government was at once involved because it felt that it must come 
to the aid of an institution on which the industrial life qf the 

® Tbs World iSoonomfo Survey, p, pJ, 

♦ Salteri Beoaveryi p. 
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country very largly depended, and its position was only partially 
and temporarily relieved by the assistance of the Hank of 
Etiji^land. 

The Auslriaii incident had worldwide repercussions. The 
world s balance of payments, since the beg^inning of the dejiressiou. 
had been lar^,^ely settled by renewal of shorl-ferm advam.es whiidi 
were liable to be called at any moment. The serious situation in 
Austria created a doubt umouf^- the investors if other countries 
would be able to meet their obligations. Large withdrawals ol‘ 
short-term credit from debtor countries took place and in particular 
a severe run on (rermany started. Mr. Hoover took prompt aidimi 
in ])rop(»sing a year’s moratorium on war debts and reparation 
payments. Hut the run of private bankers who had lent money 
to (jermany still continued. A Prime Ministers’ Conference was 
<*alled in Loudon and the bankers who had made short-term 
advances came to a * standstill ^ agreement to last till February 
1962. Great Britain’s short-term claims on Germany, therefore, 
became frozen, but she had to meet her large short-term obliga- 
tions. The strain on her liquid resources became so great that in 
spite of her being a creditor (*ountry she was forced off the gold 
standard in September 19»‘il. With the fall of the pound a panic 
set in. Currency after currency rapidly went off the gold standard. 
By the time the Lausanne Conferemie was held the financial system 
of the world had completely broken down and the gold standard 
had ceased to work as an international monetary met'hanism. 

The result of the financial breakdown was a further deteriora- 
tion of confidence. The prosperity of the post-War years, 
especially the prosperity of the period 1925 — 29, w as an unnatural 
prosperity. Though a nominal reversion to the gold standard had 
taken place still the automatic adjustment of prices and balance 
of payments which was a feature of the pre-War economy, was not 
oi>erating, After the War a large number of countries emerged 
with heavy foreign obligations which they were unable to meet out 
of their normal balances of merchandise and services. These 
commitments up to 1929 were paid by borrowing. After the break 
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of the F.N.A. Bpei’iilative boom in the autumn of that year foreign 
lending was stiddenly arrested. Further difficulties were added to 
the meeting of foreign cominitments of debtor (countries by the 
(uirtailment in their economic activities. To some extent, however, 
ilie situation was relieved by short-term borrowing. Financial 
crisis led io the (‘omplete destruction of this source of help. sBut 
the gap between liabilities and assets on account of foreign pay- 
ments had to be bridged. The only method of bridging that gap 
under the existing circumstances was the reduction of imports. 
This was, therefore, a period of intense economic nationalism 
marked by the introdui^tion of moratoria on foreign obligations, 
raising of high tariff walls, (iuantitative resiri(‘tions on imj)orts and 
exchange control. A vicious circle was established. In order to 
es(‘ape the inevitable consequences of the ec‘onomic (lepression and 
the economic crisis, (*oiintries were f(;r('ed to adopt measures 
which as inevitably had an adverse effetd on trade and 
industry. 

It became iiujre and more (dear, therefore, that the only hope 
of achieving any improvement in the situation was by means of 
international action covering all aspects of economic life. The 
Lausanne Conference was primarily held for the settlement of the 
reparation problem. Many authorities had come to consider the 
reparation and the War debt payments among the most imjjortaut 
contributing causes of the breakdown of world economy. The 
Conference arrived at a settlement of this question into which it is 
not necessary to go here, but whi(‘h relieved the pressure on the 
balance of payments. In Se<*tion IV of the Final Act of the 
Conference it was decided to set up a Committee ‘ with the duty 
of submitting to the Commission of Enquiry on European Union, 
at its next session proposals as to measures required for the restore^ 
tion of the countries of Central and Eastern Europe/ This 
( oimnittec later came to be known as the Stressa Conference, The 
next portion of the Final Act of the Lausanne Conference invited 
the Lehgue of Nations to convoke a conferenoe on numetary and 
ecmimit questions. Stressa Conlerenbe and direw up a 
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report but it was realised that most of the problems could not be 
dealt with on a regional basis and, therefore, deferred action till 
the World Monetary and Economic (•onference was held. 

2. Preparatoify Work for the Conferenoe. 

The League of Nations took up the siiggestion of the Lausanne 
(k)nferenee with enthusiasm and pro(*eeded to prepare for the 
(Conference. The preparatory work falls into three stages, — (1) the 
Tjeague’s accieptance of the suggestion of the Ijausanne CoiifereiKe 
and preliminary organisation work, (2) the drafting of the agenda 
of ilie Conference, and (3) tlie Washington conversations in April 
and May of 1933 as a result of which it was decided that the 
(Conference be held in June. 

Within a week the Council of the League of Nations accepted 
the suggestion of the Tiausanne Conference and appointed an 
Organising (committee under the chairmauskip of Sir John Simon. 
Acting on the suggestion of the Lausanne Conference it also set up 
a Commission of Experts for preparing the agenda for the 
(vonference. The Commission of Experts consisted of about thirty 
members all of whom were considered distinguished authorities by 
the Governments or international organisations which nominated 
them. The Commission of Experts met for the first time in 
November 1932 and after a preliminary discussion, at which 
fundamental differences of views were brought out, dispersed in a 
rather glooniy atmosphere to enable experts to consult their 
respective governments. The Commission met again in January 
1933. The attitude of the experts had in the meantime changed. 
They were able to agree on a document which embodied their 
recommendations to the Conference. 

The proposals were in the form of a draft annotated agenda and 
formed one of the most important documents of the Conferen<*e. 
In making their recommendations the experts were guided by the 
fact that they we ®0 required to prepare an agenda for a conference 
which was to decide upon measures for solving the economic and 
financial diffimtities which were responsible for and were prolong- 
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ing the world crisis. Their proposals were arranged under six 
lieads:— (1) Monetary and credit policy, (2) Prices, (3) Eesnmp- 
tion of movement of capital, (4) Hestrictions on international trade, 
(5) Tariff and treaty policy, and (6) Organisation of production 
and trade. 

The central theme of the recommendations under monetary 
and (^redit policy was the restoration of the gold standard. With 
a view to incTeasing the efficiency of monetary gold certain 
proposals for economising monetary gold were made, like the 
reduction of the cover ratio to 25 per cent and greater use of the 
gold-exchange system. Though the experts clearly stated that 
they were not prepared to limit the freedom of atdion of central 
banks in determining monetary policj^ still it was j)ointed out that 
closer relationship between central banks, so that l)ot}i national 
and international considerations may be taken into (*onsideration, 
was desirable. Tt was vagxiely hinted that the liank of Inter- 
national Settlements was a new agency which might he of help in 
coordinating the policy of national central banks but no definite 
proposals were madfe. 

Under prices the usual suggestions for bringing about an 
equilibritim between costs and prices were made. On the cost side 
a reduction in the wages and interest charges was suggested. On 
the side of prices it was proposed that efforts should be made to 
raise prices by limitation of production and by following a liberal 
(iiedit policy. It was also suggested that governments and public 
bodies should help to increase the demand for goods by following 
a liberal public works policy, provided their finances w^ere not 
adversely affected. 

For the purpose of encouraging movement of capital, it was 
suggested that foreign exchange restrictions should be abolislied. 
Standstill agreements, transfer moratoria, and other measures of 
this nature which destroy the credit of good debtors shouM be done 
away with. For the purpose of settlement of long-term debts 
bondholders^ associations should be formed. In particulair, capital 
moTement should be vemmed on the normal scale and a Monetary 
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Normalisation Fund on the lines sugjjested hy the Stressa 
Conference should be started. 

The last three sections dealing with trade and production, 
suggested that restrictions on trade in the form of exchange control, 
quotas, clearing agreements and other measures of indirect protec- 
tionism should he rediu^ed in their intensity, if not altogetlier 
abolished. TaritVs should be redu«*>ed and commercial relations 
between countries should be guided by unconditional and un- 
restricted operation of the most-favoxired-nation (dause. Under 
production it was proposed that production of important arti(des 
of world trade should be limited and regulated by international 
agreement among the chief producing countries. 

The (Commission of F]xperts having been asked to suggest 
remedies for an uniirecedented situation, which creates grave doubts 
whether the foundations of the present economic structure are 
truly laid, thought that they (‘Oitld fulfill their function by 
repeating economic? platitudes. The most outstanding feature of 
the draft agenda was that it was steeped in orthodox economic 
doctrine and attemjited to patch up the crumbling e(‘onomic 
organisation rather than suggest any radii*al changes. It was not 
realised that the breakdown of the e(?oiiomic system was due to 
causes inherent in that system. Tlie economic structure had 
cracked at every important point. Tinkering with it here and 
there was hardly the remedy for the situation. The (-ommission of 
Experts failed to realise that the most enthusiastic internationalist, 
if he were asked to administer a country during this period, would 
have been for(?ed to take very mucli the same steps as had been 
taken; and they conveniently forgot that many of them as experts 
in their own countries had rei*ommended or stipported measures 
which tlH»y condemned in the draft annotated agenda. Laisse??- 
faire lietween naticm and nation and unrestricted hedonism when 
faced with the situation that arose after the depression set in, was 
bound to lead to the measures that were adopted ♦ It uras expected 
that the experts would fac e this problem and suggest some changes 
of a luudamental nature. Perhaps many of them did not see the 
F. IS 
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point, so stronpf was their faith in the pre-War economic dogmas. 
Those who did, realised tliat if these questions were raised unani- 
mous recommendations would be impossible. If these questions 
were raised, it is possible that the experts had dispersed without 
any results and the Conference had never been called. 

The last stage in the preparatory work of the Conference was a 
series of bilateral (‘onsultations between President Hoosevelt and a 
number of important statesmen. Each consultation ended with a 
joint statement by the President and the ])articular statesman with 
whom he was conferring. The first and the most important of 
these is the joint statement of Mr. Macdonald and President 
Roosevelt. It is a diplomatic document which hides the absence 
of precise meaning behind a smoke-screen of goodwill. But it 
definitely stated that both governments wished that the Conference 
be called in June. The Organising Committee took into considera- 
tion the suggestioji for the holding of the Conference and fixed the 
date of the (Conference for the I2th June, 

S, The Conference at Work. 

The Conference met in Tiondon on 12th June. The first day 
was spent in formalities of inauguration which included, in 
addition to the King’s opening ^j^eech, a speech of weh'ome by 
Mr, Macdonald, the President of ^ the Conference, in which he 
outlined the work on the basis of the agenda prepared by the 
Commission of Experts. Tlie real business of the Conference beg&n 
from the 13th June. The first three days were spent in general 
discussion. Speaker after speaker, on behalf of different delega- 
tion’s, described the difficulties to which the depression had given 
rise. But as one listened to this tale of woe one was struck by the 
fact that every speaker was concerned with the woes peculiar to 
his country. The most notable exception was the speech of 
Mr. Neville Chamberlain on behalf of the British delegatioxk. Ho 
outlixied a * tentative programme of world recovery. The non- 
comtnital attitude of tio British Government later, when difficulties 
etose between America and the European gold Mock, was ^korefcrei 
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all the more siiri)ri8iMg. On Kith June the Conference divided 
into two CoimniflRions, one dealing with economic problems and 
the other dealing with financial and monetary questions. These 
Commissions later set up sub-commissions and committees to which 
l)orti(jns of the task entrusted to each (\)mmission were allocated. 
As tlie number of these subordinate bodies was large the more 
important of them are vshown on the attached chart. The chart 
also shows the general plan of ihe organisation of the Conference 
and the relation of different lH)dies set up by the Conference to 
each other, with the work assigned to each. 

To the Economi(‘ ('Oin mission was entrusted the question of 
(1) commer(*ial policy including rettirp to normal conditions of 
trade, gradual abolition of restrictions ou the ex(‘hauge of goods, 
foreign-exchange control and tariff and treaty jmlicy including the 
regime of the most-fa voured-nalion clause; (2) co-ordination of 
production and marketing iuchidiug the regulation of the produc- 
tion of important foodstuffs and raw materials and industrial and 
agricultural agreements; (3) restrictions to Trade arising out of 
measures other than customs duties and prohibitions, including 
veterinary and phyto-pathological measures, marks of origin and 
other measures of indirect protectionism, and direc^t and indirect 
bounties in particular shipping and agricultural subsidies; 
(4) public* Avorks. Tlie Economic Commission postponed the 
discussion of public works and set up* four sub-comniissious to deal 
with the first three heads. The first <wo subjects, commercial 
policy and coordination of production and marketing, were each 
assigned to one 8ul>-<‘ommis8ion but the third item was split up 
into two, the problem of sxibsidies being assigned to Sub-Commission 
IIIA and all other measures of indirect protec‘>tioni8m to Sub- 
Commission IIIB. Sub-Corn mission II on <*oordiiiation of produc- 
tion and marketing further set up seven sub-committees on seven 
articles of world trade. Negotiations on the restriction of the 
production of wheat weiR0 carried on side by side but did not fall 
strictlj^ within this scheme as they Avere begun before the Conference 
started. 
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To the Monetary and Financial Commission was entrusted the 
consideration of all monetary and financial questions. This 
Commission divided into two sub-commissions, the first dealing 
with immediate measures for financial reconstruction and the second 
on permanent measures for the re-establishment of an international 
monetary standard. To Sub-Commission I on immediate measures 
were assigned ([uestions of credit policy, price levels, limitation of 
monetary fluctuations, exchange <‘ontrol, indebtedness, and resump- 
tion of international lending. To Sub-Commission II on permanent 
measures were assigned functions of central banks, coordination of 
their polhdes, gold-exchange standard and other measures of eco- 
nomising gold, distribution of monetary reserves and silver. Sub- 
Commission II further divided into two Sub-tV)mmittees, one on 
silver and the other on technical monetary (|uestions. The Sub- 
Committee on silver set up a special (ommittee of representatives 
of countries interested in silver for the purpose of working out an 
agreement on measures for raising the price of silver. 

The Commissions began their work with general discussions on 
different items assigned to them and took into consideration any 
specific proposals in the form of resolutions brought forward by 
any delegation, before assigning the subject to the proper sub- 
t ommission for detailed consideration. However, difliculties began 
to arise early. The European gold block maintained that no 
negotiations with a practical end in view were possible until the 
dollar was stabilised. As early as 19th June the Times wrote 
that ^ the Economic Conference will meet today under the shadow 
of the reported unwillingness of President Roosevelt to meet the 
conditions of a plan of temporary stabilisation."^ In view of this 
background of difference of opinion from the beginning, the work 
of the different bodies lacked earnestness. One felt that from the 
beginning the bodies set up by the Conference were marking time 
in the hope that the dollar difficulty will be solved. 


^ The Times, 19tih'June iMSi p« 14. 
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On 2Uth June Senator Pittman moved in Sub-Oommission 11 
of Monetary and Financial Commission a resolution which covered 
a large part of the field of work assigned to it. The first two 
sections of this resolution stated that (a) ‘ it is in the interest of 
all concerned that stability in the international monetary field be 
attained as quickly as possible * and (b) ‘ that gold should be re- 
established as the international measure of exchange values.’® 
These views emanating fr<»m an American source gave some 
leassurance and work of the different bodies pro<*.eeded. So far as 
permanent measures for financial re(‘onst ruction were (‘oncerne<l 
Senator Pittman’s resolutioji formed the basis of discus'^ion througli- 
out. In file subsequent sections of the resolution, lie proposed 
economising the use of monetary gold and reduction of the cover 
ratio on the lines of the proposals of the draft annotated agenda, 
and certain proposals for improving the position of silver. In 
Sub-Commission I on immediate measures the ' most important 
resolution discussed was on <*redit policy and price levels moved by 
Mr. Xeville (liamberlain. It suggested that in order to raise 
])ri(‘es monetary actSon was essential, that deflation should crease, 
that cheap and plentiful capital should be available and its 
circulation encouraged. The (*entral banks were asked to co- 
operate in securing these (‘ouditions and to pursue open market 
operations.’^ On the economic side general discussion lasted longer 
and discussion of resolution was resumed at a later date. A number 
of suggestions on different problems were discussed. 

However, by the end of June the Conference had reached a 
(‘litical stage. On the 28th June a meeting of the Bureau, the 
executive body of the Conference, was called to review the situa- 
tion, in particular the danger of the breakdown of the Conference, 
due to the failure of attempts to get the President to agree to the 
stabilisation of the dollar. As a result proposals of a compromise 
character, which did not pin the dollar down to a fixed value in 

• The Journal of the Conference, p, 66. 

’ Ibid., p. 10 . 
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terms of ^old Imt limited the ran^?e of variation, were made. On 
the Ist of July President Roosevelt rejected the proposals in a 
statement which has now become well-known l)oth for its contents 
as well as its lan^uapre. In lan^riuifre of f»:reat self-assurance the 
President preached the true economi<‘ doctrine to the false pro{)hetR 
of Europe. The lan^^*ua^^e was a ^rave diplomatic mistake but it 
was a joy to read the President giving* a lessoii to European 
obscurantism. The whole statement is a most interesting^* document. 
Its opening paragraph may l>e quoted as a specimen of the 
President’s tone and e<*onomic attitude\ He wrote, 

‘ T would regard it a (‘atastrophe amounting to a world 
tragedy if the great (‘onferen<*e of nations, called to bring 
about a more real and permanent finaiuial stability and a 
greater prosperity to the musses of all nations, should, in 
advance of any serious effort to c'onsider these broader problems, 
allow itself to be diverted by the proposal of a purely artificial 
and a temporary experiment affecting the monetary excdiange 
of a few countries only. Such action, such diversion, shows 
a singular lack of pi*oportion and a failure to remember the 
larger purpose for which the Conferem^e was called together.’^ 

Euroj>ean self-respect was sorely hurt. The delegations of the 
gold block having been given a lesson, were tor leaving the 
(’onferen(‘e immediately. Certain peace-makers intervened and 
kept the representatives of the gold (*oun tries in liondon, but from 
that date the Conference was practically dead. 

The Conference lingered on for about a month more. As no 
improvement in the position took plai‘e it was finally adjourned on 
27th July. MovSt of the interval was spent in marking time and 
towards the end in preparing the reports for the final plenary 
Session. These reports are miwtly summaries of dis(»ussion riltlier 
than a record of agreements i*eached. Out of the four Hub- 
Oommittees set up by the Economic Commission, the reports of 
the first two merely record general agreement on primdples but iio 
agreements on definite proposals were reaedied. Sub-Commission 


♦ The Timee, 4t»h Juljr im, p. 44. 
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IIIA on bounties and sxilmidie^ reported that under the oimtm- 
stancee which had led to the adjournment of the Conference ita 
work could not be usefully pursued. Sub-Commission IIIB was 
unable to arrive at any agreement on the question of marks of 
origin and on other metliods of indirect protectionism. The 
question of public works entrusted to this Commission was not 
discussed at all. 

The reports submitted by the Monetary and Financial 
f Commission were equally futile. Sub-Commission I on immediate 
measures adopted a resolution on indebtedness which merely records 
what should be done in order to reduce the difficulties arising out 
of this question and reported that on other questions assigned to 
it it was unable to.m^ke any recommendations. Sub-Commission 
II on permanent measures recommended that gold should be 
restored as the international monetary standard and suggested 
measures on the lines of the draft annotated agenda for eco- 
nomising monetary gold. It also suggested greater coopera- 
tion among the central banks and creation of such banks where 
they did not exist. "One definite agreement emerged out of the 
work of this Commission, the agreement on silver among the chief 
producers and stockholders of that metal. Thus ended a Conference 
which unique in its siae, importance and the scope of its proposed 
work, was equally unique in the magnitude of its failure. 

4. Amttrtoan Role at the Ccmfexenee. 

The blame for the faihire of the Conference has been put on 
America. Unjustly she has been made responsible for the break- 
up of the Conference, when she only insisted on keeping before the 
Conference the true purpose for which it was called. America 
failed hopelessly in her diplomacy, but her economics was in the 
main sound. Senator Borah recently said that the Americans had 
never lost a battle and never won a conference. They can never 
hope to win a conference so long as they remain such poor 
Being in the right they have permitted theit oipmenta 
to^Jpai them in the wrong. America . hn» enormone prestige nnd 
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her delegation by Tirtue of the position of their fountry should 
have been the leaders of the (Conference. As a niaiter of fact tliey 
seemed to be of quite secondary importance and even such (‘ountries 
as Italy, Holland and Belgium appeared io exercise greater 
influence. 

In order to understand the jiosition taken up by America in 
refusing to agree to a stabilisation of the dollar, it is necessary to 
understand the programme of economii* rei^overy whi(*h she had 
adopted. A brief outline of the (diief measures and their 
significaiK^e is, therefore, given here. 

President Koosevelt’s (io^vernmeni assumed office on 4th 
March, in the midst of a great ffnancial crisis. The hanking 
system of America had (*ollapsed. (hi (ith March a national 
hanking holiday had to he declared and stock-exchanges had to he 
closed. At first the attention of the Government was, therefore, 
directed towards this pndilem and the difficulties were ta(*kled in 
more or less orthodox manner. But soon after steps were taken to 
initiate a general and daring programme of economic recovery. 
The first of these measures was the Farm Relief Bill, introduced 
in the Congress on 18th March. Between that date and June 16, 
on whic^h date the Ihesideat signed the National Industrial 
Recovery Act, the measures adopted passed through three phases. 
In the first phase emphasis was laid on improving the position of 
the farmer, the second phase consisted of the suspension of the 
gold standard on 20th April and the acH^eptaiice of the Thomas 
Amendment to the Farm Relief Bill, giving the President large 
powers of a reflationury character. Attention under these measures 
was concentrated on monetary action for raising prices. The third 
phase consisted of the National Industrial Recovery Act, the 
dominant feature of which was the regulation of industry with 
a view to raising wages thus increasing the demand for goods, and 
initiation of an extensive scheme of public works for relieving 
unemployment. 

The A-grienltural Adjustment Act, in which form the Farm 
Relief Bill ultimately emerged, contains a provision for the supply 
P. U 
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of cheap capital to farmers to enable them to convert mortgag^e^ 
carrying a high rate of interest, but its main provision consists 
of the imi)osition of a promising tax and using its proceeds for the 
curtailment of acreage. The average price of farm produce 
between 1909 — 14 is taken as the basis and the difference between 
the basis price and the prevailing price is levied as a tax on the 
consumer. Payments out of this tax are made to farmers for land 
they withdraw’ from cultivation, at different rates per acre for 
different crops. 

This Act also (‘oninins the reflationary provisions, the chief 
of which are that the President has the power to reduce the value 
of the dollar io any amount up to 50, cents and to ac'cept silver 
to an amount of 200 million dollars at 50 cents an ounce. 

The National Industrial Recovery Act consists of two main 
sections. Ow section deals with a comprehensive programme of 
public works and unemployment relief. Under this section a new" 
organisation, the J^Vdcral Emergency Administration of Public 
Works, is set up to lend money for the construction of new' 
works. The Secretary of the Treasury is empowered to borrow up 
to 3,300 million dollars for this purpose. The other section deals 
with the regulation of industry and inci'easing the purchasing 
power of the consumer. This part of the Act has attracted most 
attention. It set up a National Recovery Administration which 
has proceeded ])y introducing codes of fair competition in different 
industries. The provisions of these codes apply generally ^ 
wages, hours of work, employment of minors and to general labour 
conditions. A * blanket code ’ was framed by the administration 
and applied to those industries which were not able to agree to a 
code. (h;ercion lias not been so far necessary. Reliance has 
largely been placed on organising public opinion. The Blue Eagle 
has become a symbol of hope and it is a matter of national honour 
to ehow the badge of the National Industrial Recovery Adminis* 
tration. 

This brief outline shows that Presidrai Boosevalt’a Oovem*^ 
mient was prepared to iaxdrie the depression in f. fa^ more bunhiese^ 
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like manner than had been suggented at the Canferenee. The 
President's * brain tmst ’ was attempting to solve the problem 
in an unorthodox mnnner, Ly raising prices rather than by (*uttiiig 
costs, which appears to be a more desirable method under existing 
conditions, and they were far more in earnest. Under these con- 
ditions it would have been a mistake if America had consented to 
get her hands tied hy agreeing to some patching up of a system 
that had lai’gely broken down. The more desirable solution of the 
difKcully. was for Europe to fall in line with the American attitude, 
and to follow a more or less comparable prograniine rather thaji 
to i)revent America fi‘om going her way. 

5. Why the Conference failed ? 

The fundamental causes of the failure of the ('onference were 
the conflict of economic doctrine and the sentiment of patriotism 
and the concept of national sovereignty. It is not clearly under- 
stood at present why depressions occur and the relation of varia- 
tions in the value of money iiv economic a(;tivity has been studied 
only in recent years. Marshallian analysis which forms the basis 
of equilibrium economics is worked out on the hypotheses of a 
stable standard of value. Monetary tlicory largely confines itself 
to the study (d variations in the value of the standard. The inter- 
relation of these two parts of economics, which is the most impor- 
tant problem from the point of view of causation of depressions 
has , remained, until recently, a neglected study. Under these 
circumstances the attitude toward econoiiiic doctrines and prin-. 
cipals to be employed in working out a practical programme of 
recovery is determined by emotional reactions rather than by 
scientific conclusions. 

The European mind turns back longingly to the era of eco- 
nomic prosperity which came to an end with the War. The chief 
economic doctrine of that age was laissez-faire; and the gold 
standard automatically ensured et^onomic justice. In the Euro- 
pean mind these doctrines are associated with the memory of pros- 
perous days and there is a deep-rooted belief that hy organising 
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et’ouoiuic life on the«e priuciplee? pi^o«perity can be restored. 
Fiiiotioual ottaclumnit l>liiul« European stuteHiueu to the fart 
that they themselves have fo-uml laisseK-faire unworkable, and the 
myth of the stability of the value of j^old is now completely ex- 
]doded. 

The American proj^ramme is based on the realisation of these 
fac tvs and Injldly launches out a scheme of planned economy. It 
is naturally confined within national limits. In the solution of 
iiiteriialional aspects of these problems this fuudameutnl difference 
of attitude was evident. The j^olA block was for patchinpr up the 
e( oiiomi(‘ system where necessaiy, but for maintaininji: the frame- 
work .of the existiiif^ et'onoinit* orj»auisation, while the Americans 
considered these' measures too trivial 1o en^raj^e the attention of 
the (k)nferen<*e. They wished that the Conference would come 
to ^-rips with ihe fnmlaiueiilal (jiiestioiis. The refusal of the 
Ameri(‘an Government to stabilise the dollar and' the insistence of 
European <*ountrie< on this measure is merely an instam*e of a 
fiindamenta] difference in attitude. The right course to follow 
in this matter was t(> adopt a worldwide imlicy of reflection rather 
than to insist that America should give up her programme. 

The Conference would have really achieved succjess only if it 
had sm ieeded in devising a machinery b>' which ideas more or 
less similar to those underlying the American scheme could to 
some extent be emplo,>Td in regulating international economy. It 
was, of course, (jiiite impossible that nu^ures for super«natural 
('ontroi of cconomii* life should have emerged out of the work of 
ihe ('onfenmee. Haiional sentiment is too strong to allow it. 
But ste|>6 could l)e taken by which world opiniem could be organis- 
ed and methods of pursuation employed foj’ curbing nationalism* 
t>ut of t]>e labours of the (\)nference should have emerged three 
international bodies, one dealing with (‘urrency, credit and inter- 
national lending, the other with tariff and treaty policy and other 
restrictions on trade, and the third with the (*ontrol of production. 
/These /bixlies should have been organised in <iuch a way as to create 
in their advice. Nations should have come tn an ayree** 
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ment to consult them Iwfore adopting any measures dealing with 
their respective spheres. Thus the germ of an international 
advisory economic organisation w’ould have lieeu laid and a begin- 
ning made with international planning. 

The problems which are facing the world are not such that they 
can be solved by trivial measures like reduction in tariffs, slightly 
more generous quotas and some relaxation (d exchange control, 
W hut is needed is a new attitude. Idealism and courage alone 
can help — an idealiMii informed with wisdom and sobered with the 
sense of reality and courage to put the ideals into praidice. 




COST OF MILK PRODtJCTIONi AND DISTRIBU- 
TION AT ALLAHABAD ON LARGE SCAi;-E 
OPERATION 


BY 

WiLMER J. Hansen, B.Sc., M.Sc. 


Introduction. 

The purpose of this article is to ('ondense and , present the 
relevnnt farts bnai^fit out in three (‘ominerrial dairy studies recently 
made at the Allahabad Afrricultural Institute. The origfinal de- 
tailed studies have been presente^l to the Imperial Council of Agri- 
cultural Research for publication and cover: (1) cost of milk pro- 
duction ; (2) cost of milk distribution : (3) cost of manufacture 
and sale of pasteurizeci butter. Only the factvS as brought out 
in the first two papers mentioned will be presented herein. 

System of Husbandry, 

In l>riefl.y outlining the vsysteiu of dairy husbandry followed 
a( the Allahabad Agricultural Institude, it may be well alsc» to 
present for comparison a general idet^ of other systems of hus- 
bandry followed in these provinces. 

To the best of our knowledge, cows under village conditions 
in these provinces subsist entirely upon roughages, supplied in 
the form of grazing, bhusa^ and dried k(nhi, called in America 
straw and stover. The latter two are chopped into small particles 
and mixed with water before feeding to imuease the palatability. 
While no accurate records are available, or at least have not been 
seen by the writer, there is a current belief that cows kept under 
these conditions 'produce on the average between 600 and 1,600 
pounds of milk per lactation. The milk under this type of hus- 
bandry is disposed of fl) by l>eing fed to the calf; (2) by consump- 
tion in the family; (3) by a small amount of local sale; (4) by 
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nianufaetiirinpr the surplus into gh(^. The buttermilk forms an 
important item of the diet of the gvHiln^s family. 

In cities and towns and in close proximity thereto, the fore^ 
pacing s\\stein of huslmndr^^ is supplemented by the feeding; of 
rains or concentrates, for the purpose of increasing the milk 
production. In this type of husbandry both the fodder and con- 
(»entrates are purchased in the market and not grown by the milk 
producer in the great majority of cases. 

At the Allahabad Agricultural Institute, fodder is grown on 
the farm whereas concentrates are purchased in the local market. 
The data herein presented relate to the cost of milk production 
under large scale dairy farm conditions pertaining at the Institute. 

Milk Pvoduotion of the Herd. 

During the year, June 1st, 1932 to May »31st, 1933, during 
which 'this* study was made, the following average number of 
animals were in milk and dry : 

Cows. Buffaloes. 

in milk ... ... ... 53 10 

dry ... ... ... 24 5 

The total amount of milk produced during the period was 
255,068 pounds. 

Summary of Cost of Milk Prodootlon. 

Pounds of milk produced 

Cost of feed 

Cost of labour ... * 

Cost of supplies 

* On fehe cost of feed, Re. profic was made by <>he farm departmotit tu 
fodder for the cattle. If allowance is made for fodder on a cost 
liaat«« the net over all cost of milk production works out at Ri. pstr 100 

pbudds of milk produced. 


266,058 

B«. a. p. 
11,T98 6 U* 

1,680 1 9 
308 7 6 
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^st of repairs 

CO 

7 

Interest on capital invested at 4% ... 

1,241 7 

0 

Depreciation on paddocks at 16% 

289 14 

0 

Depreciation on Ixarns, at 2% 

224 0 

0 

Depreciation on equipment, at 16% ... 

212 4 

0 

Depreciation on (tattle, at 15% 

, 2,(il3 0 

0 

Depreciation on bull 

39 12 

0 

Bull, cost of maintenance 

221 16 

3 


Credits ; 19,352 7 0 

Manure cjittle Ils. 12G2 0 0 

Manure bulls ,, 13 H 0 

1275 8 0 

Toial (tost of milk production ... 18,076 16 0 

Average cost per IfK) pounds of milk jiroduoed — 7 14. 

Cost of Milk Distribution. 

The cost of distribution of milk at Allahabad was studied in 
connection with the Allahabad Agricultural Institute Dairy for a 
full year, June 1st, 19?i2 to May 31, 1933. The items of cost 
include two main items: (1) office and general overhead expenses, 
which included advertising, dollection expenses, depreciation on 
building and equipment, interest on capital invested, office wages, 
printing of stationery and account b(X)ks, postage and telegrams; 
(2) cost of delivery, which included items such as bottle discs, 
bottle caps, bottle rings, brushes, lubricating oil, fuel, lead, 
seals, matches, muslin, repairs, soap, cycle repairs, uniforms, 
washing soda. 

The office and overhead expenditure amounted to Ks. 4019^12«3 
or Ba. 2*^6 p^ 100 pounds of milk sold. 
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The delivery expenses iiiuounted to Rs. 8686-16-8 or Rs. 2-W) 
per 100 pounds of milk sold. 

The total cost of milk distribution amounted to Bs. 4-12-6 per 
100 pounds of milk sold. 

Summuy. 

The cost of milk production and distribution at Allahabad as 
Mcertained from the records of the Agricultural Institute Dairy, is 
as follows for the year ending May 31, 1933. 

Ba. a. p. 

1. Cost of milk production, per 100 pounds .... 6 14 0* 

2. Office and general overhead cost of distribution, 

per 100 pounds milk ... ... 2 3 6 

3. Cost of delivery, per 100 pounds milk ... 2 ’9 0 

Total cost, per 100 lbs. milk ... 10 10 6 


* AUowanos bat b«^n titade for profit laadn by the farm department in 
the growing of fodder for rsti^. 
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A Critique of the Gold Standard, by H. L. Puxley, M,A. (Yale) 

Head of the Economic:^ Department, St. John’s College, Agra— George 

Allen and Unwin, Ltd., pp. 272, price lOs. 6d. (net.) 

Written in a lucid style the hook attempts to expound the theory 
of the gold standard. The past, the present and the future of the gold 
standard are the bases on which this thesis has been arranged. Incident- 
ally the author comments on the inadequacy of the quantity theory of 
money to explain short-period changes in prices. Due importance is given 
to the velocity of circulation factor which determines the course of prices. 
The possibility of stabilising the price-level by means of a managed 
currency policy is discussed in all its as 2 >ects. He winds up his thesis by 
making a reference to the necessity of managing the international gold 
standard through central banking co-operation. 

Prof. Puxley is an enthusiastic economic champion of gold. The 
operation of the gold standard in the gooil old pre-war days is briefly 
referred to at the outset. After recapitulating the circumstances which 
led to the adoption of gold as an international standard (vide pp. 11 — 15) 
the circumstances under which it functioned smoothly are referred to. 
The central banking management of the gold standard by means of bank 
rate changes and open market operations is carefully explained. The 
gold standard broke down evidently under the pressure of international 
maldistribution of gold. Its break-down brought to the forefront the 
necessity of maintaining internal price stability at a level conducive 
towards healthy activity on the part of home producers. The older ideal 
which WHS hitherto worshipped (rt^) the maiiitiiining of stable exchange 
rates and linking the price-level to movements of world price-level through 
the machinery of the international gold standard had to be abandoned. 
The author proposes to retain and make the international gold standard 
workable under certain conditions so as to achieve all the advantages of 
a successfully maintained international gold standard organisation (vix) 
increase of foreign trade, stable exchange rates, and an internal price- 
level which IS subject to the influence of the world price-level It is not 
howevw fundamentally difficult to aocoipplish this so long as the w<n*ld 
price-level itself is intelligdntly controlled by a consortium of the Central 
Banks, 
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The philosophy of the orthodox gold standard is intelligently 
arranged before the reader. The limitations of the Becardian law of the 
Territorial Distribution of precious metals are outlined. The dis- 
appearance of gold currency from active circulation and the growth of 
bank credit are briefly alluded to. How these circumstances have robbed 
the gold movements of much of their significance is related in the second 
chapter. Adequate reference is made to the theory of bank’s creation of 
credit. The efficacy of the open market opemtions of the C. B. is com- 
mented on. It is by virtue of C. B’s interference with the volume of bank 
credit that the modern gold standard is made to function smoothly. That 
the supply of gold standard currency no longer depends on gold move- 
ments anci the size of the gold holdings of the country is also carefully 
explained. All this transformation is undoubtedly due to the action of 
the Central Bank. 

The Central Bank’s policy of creating and controlling credit and 
allowing its legal tender currency notes to follow suit forms the subject of 
Chapter III. The modern C. B. philosophy is being guided not by one single 
finger post such as exchange rate fluctuations but a host of national statistics 
have to be employed in the determination of the credit policy of central 
lauiks. Modern central banks aim at making the paper currencies issued by 
them possess stable value although there might be independent changes 
in the value of gold. Gold is bottled up in central banks or if it enters 
the tills of private banks its influence is sterilised ’ by central banking 
action so much so that international gold movements do not at present 
carry with them the ** seeds of their own destructiojj.” 

Capital movements do arise on account of changes in bank rates. 
These can obviate the necessity of nvaktng gold movements when the 
balance of accounts turn against a country. While such used to be 
the normal situation prior to the war the post-war conditions have brought 
about a thorough change in the situation. An era of international defaults 
on Ihe part of debtor countries has made the capitalists of the creditor 
country refuse to y>art with their capital even though a high diflerential in 
interest rates existed. Ix>ss of confidence has killed the international flow 
of capital from one country to another. It has made tu^itor countries 
like the U. 8. A. and France prefer liquid assets to long-term claims. The 
moment the debtor country fails to secure the needed long-term capital, 
its economic <levelopinent gets clogged. But its anxiety to continue 
the processes of economic development makes it willing to pay high 
interest rates in short-term money market and secure funds frpm it 
/rhe structure of intematinnal finance becomes distorted as a result 
of this practice. A tumi^tuous rush to reidise and withdraw these 
shiort*terni credits from the borrowing country nmkes the flnaneiid 
situalaoB of the debtor ootintry a hopdess one. A de&ult on the part of 
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the debtor country means thij disorganisation of the financial structure of 
the lending country even. A break-down of short-term lending ensues. 
The hoarding infection might spread to the creditor countries. 

Other types of gold movements arising out of special causes such 
as the desire to rehabilitate currencies and th(^ desire to retain gold at home 
in days of international currency depreciation are referred to as evidences 
which impede the smooth automatic working of the international gold 
standard. Hencje it is erroneous to presume as in the pre-war days, that 
Central Banks can by bank rate changes hope to bring about adjustments 
in international balance of accounts on capital account. 

A special chapter is devoted to the explanation of the influence of tlu* 
three evil genii War debts, Reparations and Tariffs, on the disruption 
of the orthodox gold standard monetary organisation. The unproductive 
squandering for war-c^xpenses has left a huge debt burden on the shoulders 
of the borrowing countries. As these unproductive inter-governmental 
debts do not enhance the productive ability of the debtor no excess 
exports can naturally flow from them into the hands of th<j creditor 
countries. The U. S. A. became a net creditor country in addition to 
having a net commodity export balance. The debtor's of the U. S. A. 
consequently find it difficult to repay their debt. Not being a ready 
recipient of goods, nor a mature lending country like the United Kingdom, 
protectionist America soon began to create difficulties for the debtor nations. 
But for the greed of the Anieri<mn public to hold foreign investments it 
would indeed have been niuiih more difficult to repay their debt. Forced 
to export gold the debtor countries soon found their gol<l stocks exhauste<l. 
Thus the working of the international gold standard became obstructed 
by the maldistribution of gold arising out of the above process. But ‘ gold 
held in excess ' by the creditor countries soon became ‘a veritable poison,’ 
To prevent the loss of gold and still maintain a gold backing for their 
currencies the debtor countries are resorting to exchange control, import 
restrictions, r/c,, and a whole arsenal of restrictive measures impeding the 
course of world trade. The creditor country now finds her exports as well 
as credits endangered by this policy of economic nationalism pursued 
by the debtor countries. Government control of foreign exchange means 
the virtual abandonment of the gold sta;idard. International trade, inter- 
national finance and the international gold standard have all collapsetl 
at one and the same time, placing the entire world alnjost in an awkward 
situation. 

The financial world finds itself confronted by a dilemma. More 
countries are departing from the international gold standard as a tem- 
porary necessity thus giving support to the monetary revolutionaries who 
wish to abandon metallic ^ndard onee and for all The international 
yardstiefc^^gold does not and cannot function smoothly on account of the 
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undue influence of certain uncontrollable non-monetary factors on the 
world price level. According to them a managed paper currency would 
secure comparatively stable internal prices. But Governments find them- 
selves in an anomalous position. For a number of years they have ex- 
perienced the virtues of the gold standard. This utility apart from their 
blind conservatism makes thorn reluctant to accept the doubtful recipe of 
non-rnetallic managed currencies. They aim at resurrecting the managed 
gold standard and hope to make it workable by their co-ordinated central 
imnk policies. They hope to return to the familiar monetary practices of 
the gold standard and even aspire to check the long period secular price 
trends. 

Recognising full well the close inter-relationship of all financial 
systems a common international effort is being roused to cope with the 
monetary problem. The necessity of an internationHl monetary standard is 
easily conceded. Present-day attempts are in the direction of secjuring 
international C. B. cooperation or inter-governmental cooperation to stabi- 
lise an<l maintain the value of gold. International C. B. cooperation 
must aim at resurrecting the international gold standar<i and guarantee 
to each central bank a stock of gold enough to satisfy * the credit require- 
ments of the people. A stable value must be given to gold so that the 
internatipnal yardstick will not have varying values at diflerent times. 
If the world s gold supply were to co-equally expand along with world’s 
business this problem could be solved successfully. As gold expands at 1*5 
per cent ratio annually while business expands at 3 per cent ratio annually 
there is a deficiency of gold supply as compared with the demand for new 
monetary gold. The existing mahlistribution of gold itself is another minor 
problem. Present-day legal regulatioi^s of Central Bank’s cash reserve 
stand in the way of eflective utilisatioii of the existing gold stock. An 
international C. B. conference to bring about a uniform reduction of 
minimum legal reserves would confer a signal advantage. Economies 
in the use of existing stock of gold such as circulating bank 
notes instead of gold certificates would lead to a conservation of the 
gold stock of the world and the threatened bogey of future shortage of 
gold need not stand as a bugbear In the way of the adoption of the inter- 
national gold standard. The adoption of a gold bullion standard by mU 
the present-day gold specie standard countries would be another welcome 
step in the campaign for the economy of gold. Money-hoarding by the 
private banks in the shape of their ‘till money’ can be checked* In spite 
of obvious initial diflScultieS <i)e policy of international Centra! Bank co- 
operation to successfully work a resurrected gold standard ought to be 
welcomed^ Although international credit coordination may be achieved 
there are still certain obsttwd^ standing in the path of a siiecessfiul restimp- 
tion of tiie gold standard. Hie breakdown of interhational lending, 
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harriers and inability of (Central Banks to conipletoly control the domestic 
currencies are indeed formidable obstacles. (Jredil control to be effective 
means that both supply as well as demand factors are completely under 
the control of the Central Banks. If the Central Banks or Covernments 
can enter both on the demand as well as the supply side the situation of 
credit can be adequately controlle<i. The goal of monetary stability can 
be reached safely and the business activity of the community can after 
all be stabilised. Now that th(* armoury of monetary management can be 
strengthened it can safely be assumed that Central Banks can (effectively 
control the domestic currency situation. The influence of the three evil 
genii, which contributed towards the breakdown of the gold standard can 
be scotched. Their malign influence on the international financial and 
currency situation can be altogether removed. War debts can be scrapped. 
Tariff barriers can be lowered and b(* even nnnoved altogether. Repara- 
tions, thanks to the Lausanne (Vmference, have disappeared from tlie field 
of economic discussion altogeth(T. The World ('entral Bank provides an 
eflective platform for intc^rnaiional (-(mtral Bank cooperation. Apart from 
acting as C. B. for (-entral Banks and as a (Utwing Houj^c for them, the 
credit operations of the World Central Bank would enable It to control world 
credit conditions. If it is endowe<l with the privilege of creating aure^h— 
the credit situation of thi^ world can be controlled by it. Armed with an 
index number of world prices the short period as well as long-period valm* 
of gold can be stabilised by it, fL*artily.support(^(l by the member Central 
Banks the credit policy of the world centml bank can become effective. 
The world bank can also prevent th(^ recurrence of cyclical credit movements 
in any one country. A varying discount rate by the world bank would 
enable it to meet the mnlit needs of the different countric^s. The normal 
flow of international capifad tmn be secured by the wise ('ondiujting of open 
market operations. It can suc(.*esHfully guarantee the flow of cmpital from 
the creditor to the debtor country. It can also act as an international 
investment corporation making capital available at a cheap rate of interest 
to the loan starved debtor nations. The principles of monetary coopera- 
tion can be effectively taught by the World Bank. This would make 
possible the working of a resurrected gold standard. On(^e the principles 
of monetary cooperation are understood a resumption of noii-metallic 
currency and international management of the same can be thought of as 
a possible measure. 

Barring the political difficulties the purely economic difficulties stand- 
ing in the way of rosumption of international gold standard can be success- 
fully overcome by adopting the series of recommendations adumbrated 
by the author. 

By means of a statistical examination he disproves the possibility of 
managing fiduciary currency standards. Central Banks cannot by virtue 
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of their credit policies stabilise the values of internal non-metallie current 
cies. On the plea that internal stability can after all be secured by 
Central Bank action it cannot be argued that the international gold stan- 
dard has to be sacrificefl. The ability of a Central Bank to control the 
domestic value of the curreiK^y is very limited notwithstanding the increas- 
ing number of expedients to strengthen the armoury of monetary manage- 
ment. “The rigidity of the customers’ interest rates, the unwillingness of 
investors to enter the lower gravle bond market, when business instability 
is a marked feature, the relm^tance of entrepreneurs to increase their 
borrowings during days of falling prices in spite of reduced interest rates, 
and the play of intractable non-monetary forces which influence the volume 
of currency and the price-level ” delimit the ability of the Central Bank to 
attain monetary stability. It is an ideal goal which might or might not 
be attained by (Central Banking action however diversified it might he. 

Prof. Puxley has examined every lispeet of Central Bank policy witli 
reference to monetary management. He gives an objective presentation 
of the facts concerning the gold standard. We heartily commend it lo 
the increasing juimber oi university stmlents w])o wish to understand 
the case for the retention of the gold standanl. 


— B. Ramaoiiandea Rat 


A Reserve Bank For India, by L. C. Jain, M.A., LL B., Ph.D. 

Published by Messrs. Macmillan & tJo., Ltd. pages 132. Price Rs. 1/8- 

In this lK>ok Dr. Jain deals with the important subject of the Reserve 
Bank for India which some while ago engwssed public attention in this 
country. Wherea.s a large volume of literature on C/entral Banking is 
available, books applying the principles of Central Banking to suit the 
particular conditions of India are few. 

The author examines in a detaileil manner the propostds that were 
before the country, so as to bring out clearly the meaning and working 
of a Reserve Bank. In order to achieve this, he first of all explains the 
meaning, the functions and the manner of working of a Reserve Bank an<l 
then proceeds to consider the need for such a Bank and the conditions 
OecessfuT to work such a scheme successfully in India, He goes on to 
analyse ftie Reserve Bank schemes of 1927 and 1928, potniSiig out the 
causes for their failure and next takes the scheme of 1938 for a 
^lyied examination, sugfesting various improvements in tlie scheme* 
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A useful Bibliography is given and the Reserve Bank of India Bill, 193.% 
is added as an appendix. 

Since the Reserve Bank Bill has been passed by the Legislative 
Assembly the practical utility of this book has to some extent passed but 
it may be of interest i/o some as affording a lusforical background to the 
subject of the Reserve Bank in India. 


— B. V. Narayana Swamy 


Davar on Busfnkss Orcjanizatfon (Third Edition) by S. R. Davar. 

Published by Butterworth & (b, (Publishers) Lbl. l^ondon., pp. r)62. 

Price Rs. 8/- 

Prof. Davar is the author of several standard .books on commercial 
subjects, ‘Elements of Mercantile Law ‘Elements of (Company Law * 
and ‘Higher Accounting with Auditing Notes/ etc. His ‘Business 
Organization * is widely read by vsenior commerce students all over the 
country, and we think, is a very popular book on the subject. 

The present edition is thoroughly revised and enlarged. The author 
has incorporated the changes brought about by the passing of the English 
Companies Act of 1929. Our (‘ommercial Law is mostly base<l on the 
English Law’ and precedents, and as our C'ompanies Act is under 
consideration for revision, the author has made certain useful suggestions 
as well. 

The book is divided into 14 C-hapters with 4 Appendices. (Iiapter 
II deals with ‘combination in business*. The author describes the various 
forms of business units While <liscussing company management in 
India, he rightly refers to the abuses in the system of managing agencies 
in this country. The fact is that these firms have now outlived their 
utility. They did agoo<l deal of spade work in the floatation and financing 
of earlier enterprises in this land, but now they are accused of so many ' 
charges of omission and commission which are at least partially correct. 
The TarliF v Beard on Textile Industry (1927) observed that “ofthel7.^> 
Directors of mills in Bombay there are only 11 who have received practical 
training, and no less than 4 of these 11, are Dirtn^fcors of one of the most 
successful mills in Bombay and of that mill only”. In the sahie 
cpnu^tion the Centml Banking Enquiiy Committee have also remarked, 
^'Generally speaking, the managing agenis have not given any scope to 
Indians to hold such positions in the companies they manage as might 

F. 16 
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givPil th^se Indian?* nn opportunity to have a comprehensive idea 
both in regard l.o the technique of production and management of the 
business”. This indicates how ill-equipped our company management is 
in India ! The ])ity is that there is no jmention even of the term 
^managing agents’ in our ‘ Companies Act, It is therefore absolutely 
essential that the <luties and powers of this class should be clearly defined 
in the revised Act. 

Mr. Davar’s treatment of ‘ Cooperation ‘ Rings ‘ Pools ‘ Kertels 
and ‘Trusts’ is very sketchy and scrappy. We hope in the next edition he 
will improve this portion. 

Chapters III & IV treat of office organization of Trading Firms, 
The author has <liscusscd various forms of wholesale and retail 
businesses — Multiple shop system. Departmental stores and One price 
shop, etc. 

Chapters on Company Organization and Secretarial Work are very 
thoroughly detailed, excepting the ‘scanning prospectus’ which, we think, 
is not quite helpful even to the commerce students, to say nothing of a lay 
man. We are of opinion that there is also need of a separate chapter on 
‘ financing of enterprises 

The usefulness of the book is augmented further by chapters on 
Industrial Management and Labour Efficiency, Scientific Advertising, 
Stock Exchanges, Shipping and Marine-Insurance, and Negotiable Instru- 
ments, although the la^t chapter again is very sketchy. 

On the whole the book is well written. It covers the syllabuses of 
the B. Com, Examination of the various Indian Universities and meets 
the needs of those for whom it is written. 

— K. L. Qovil 


Tbavancore Administration Report for the year 1931-32— by 
T. AtrsTtN, Dewan pp. 1 — 262. Ptjibiished by the Qovernment of 
.. .Travanoore . 1933. 

'[fhis is the seventy-sixth Annual Report for the State Administration, 
and like its predecessor it contains many matters worth special notice by 
the student of Indian ecqnonifta. Just when the volume is to hand for 
review the news in the paper is that Sir Mahomed Habibullah hss been 
appointed pewan from next/ January. While it is the province of ^ 
Sbothsiiyer to prophesy as to ihether the change in Dewanship will ^Ve 
to ^ for the betti^r or otierwise, it can be ^onfld^tjy stated fmm 
the data pfoseiited in the &^orl under review that Ausiili 
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did great service to the Travancore Stake during his term of office. He 
reduced expenditure chargeable to revenue by Rs. 20*51 lakhs in 1931-32 
as compared with the previous year : there was a deficit of 12 23 lakhs in 
the previous year while during the year under report there was a small 
surplus of 0*38 lakhs. Cutting down current expenditure is an ordinary 
feat^ and on this score alone (apart from other grounds), Mr. Austin 
deserves the grateful thanks of the Travancore Administration. 

Twenty-three and four fifths per cent of the total expenditure, namely, 
Rs. 45*1 lakhs was on education ! This was the highest expenditure 
borne by the Government on any one Department. It is no wonder 
that Travancore leads in the matter of mass education. This has had its 
hundredfold effects on life and launchings in these days of unprecedented 
depression. In the revival of the working of the Travancore Sugars, Ltd., 
in the expansion of the operations of the match and paper factories and in 
the ramification of handloom weaving in all parts of the State, Mr. N. K. 
Padmanabha Pillai, the Director of Industries, has utilised all the benefits 
of the experience he gained in his service (short as it was) in the Hydera- 
bad State. 

In co-operative work, the effects of mass education are more vividly 
apparent Of the 1810 co-operative societies, 320 were of limited liability, 
221 W’ere specially working for the benefit of depressed classes, and mem- 
bership of societies was at 2,24,532 giving an average of 128 members 
per society. It is indeed doubtful if in any other part of the country the 
average membership is so high. Women members were 27,187 constitut- 
ing one woman member for every 7 man member. During the year 27, 
263 loans were issued aggregating to Rs. 24*56 lakhs out of which 25,349 
loans were of less than Rs. fifty each. For the cost of management of the 
Department, Government contributed only Rs. 59, 236 while the societies 
themselves contributed Rs. I, 67, 912. Surely, Travancore is not far from 
that date when the Co-operative Movement would fully finance the cost of 
management and thus free the Movement from the hamperings of official 
red tape. 

As before, the Report contains a large number of highly interesting 
graphs and diagrams elucidating the matter in it. The next Report— 
this also would be the regime of Mr. Austin— is bound to be still more 
interesting in regard to the results of policies and programmes set up 
during the few preceding years. 


— S. Kesava Iyexgab, 
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An Economic Sukvey of Guhi Village in EoHtAK Distriot, 
Punjab ; Punjab Village Surveys No, 2; by Lala Raj Narain, M.A., 
under the supervision of Prof. Brij Narain^ M.A., of the Sanatbatia 
Dharma College, Lahore; pQUished by the Board of Economic 
Inquiry, Punjab, 1932 ; pp. 1 — 299. Price Bs. four. 

This is a further addition to the valuable publications of the Punjab 
Board of Economic Inquiry. Highly interesting though it is to plough 
through the innumerable details presented by the Lala, the volume does not 
admit of easy review: sixteen chapters, each with a large number of tables 
and graphs are followed by a model questionnaire and a glossary. The 
volume would have proved useful alike to the academic student and the 
lay reader if each chapter had bijen followed by a precis. Also, it would 
have been in the consistency of things if the historical portion had been 
distinguished from the present conditions in c^ch chapter. This is not to 
deprecate the value of the work, but is a mere suggestion by a fellow worker. 

The village has, according to the survey, 143 households with a 
population of 844. The cultivated area of the village is 1414 acres owned 
by 354 occupants of whom 119 are resident. In 1924-25 (for which year 
the inquiry was conducted), 37*6 percent of land was cultivated by tenants, 
whereas the area cultivated by tenants during 1904-05 was only 30*8 
per cent of the total cultivated area. Land revenue incidence on the 
average per acre was Rs, 2-8-2 in 1816, Rs. 2-10-11 in the year 1840, 
Rs. 1-2-9 in 1845, Rs. 1-V6 in 1909 before settlement and Rs. 1-9-11 in 
the same year after settlement, and in 1925 it was Rs. 1-13-0. For 1924-25, 
the total land revenue demand for Gijhi Village was Rs. 2200, demands 
under cesses amounted to Rs, 339-2-8 and occupiers’ rates amounted to 
Rs. 4616-9-0 thus resulting in a grotjis incidence of Rs. 7155-11-8 or 
Rs. 3-9-11 per acre on the average. 

In the chapter on Indebtedness, great pains have been taken to 
separate debt transactions of agricultural and non-agricultural families, 
but the criterion accepted by the inquiry for this distinction has not been 
made clear in any part of the. volume. Indebtedness of the village 
amounted on 30-6-1925 to Rs. 60,429. While on the purpose of debts, the 
investigator casually remarks that the debts of non-cultivators for purposes 
of consumption are higher than those of cultivators. This might have 
been true in 1925, but one wonders if the tables have not been turned by 
1933 on account of the very steep diop in the prices of agricultural produce. 
The remark by the Lala timt cultivators repaid more easily than non- 
cultivators is also a feature vety closely dependent on the price level of 
agricoltuFal products. Stmilair isthecase with the following sentence: ^land 
hung^ on "the part of the natnlndfu* is the chief motive in his loan trans^ 
acjfonf ” It would be interesting to apply the baromet^ and find Ac 
preeafireof 
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Mortgages since 1907 were 183 in number ami the average burden 
of mortgage debt on an acre was Rs. 328 in 1920-21 and Rs. 270-7-5 in 
1924-25. There were 95 redemptions from 1913 to the end of June, 
1925. Practically all mortgages are with possession and on 30-6-1025, 
acres 154*8 of non-resident owners and acres 15*7 of resident owners were 
mortgaged. Sales of land have been only 30 in number since 1885, the 
last sale having taken place in 1912-13. 

There are chapters on Industry, Price of land, Yields, Rents, 
Expenses of cultivation and Consumption— each bristling with data collec- 
ted with great care and caution. The volume should prove of immense 
value to aspiring economic investigators. 

Mobile thus both the investigator and the Board of Economic Inquiry 
deserve to be congratulated on this work, the reviewer cannot refrain from 
an expression of disappointment on closing the volume. This is one 
of the six villages selected by the Board in 1925 and the Survey was publish- 
ed iu 1932. The investigator spent about a year in the village itself and 
about three months more for writing the report. Research for its own sake 
is indeed an admirable ideal, but any research would prove abortive if 
unaccompanied by a sense of proportion and of the necessity for correla- 
tion and co-ordination. To mark the depth of the sea at every mile 
between Bristol and New York might technically be within the province 
of research,” but common sense must show that this investigation would 
prove of value only if meant for something else deserving study. 
For one thing villages selected are only six for the whole of the 
canal irrigated area of the Punjab, for another the period that has 
elapsed between resolution and materialisation has considerably taken 
away from the utility on the data. To add, while “nothing that 
was relevant has been suppressed or withheld/’ it would amount to negli- 
gence of duty if one refrained from pointing out that the very ideal of 
the Punjab Board of Economic Inquiry in launching these investigations 
has almost been lost in the anxiety for exhaustive inquiry and absolute 
accuracy of data collected. A good portion of the running matter is 
devoted to inferences emanating from the tables, but the tables deal with 
only one village, and the data are so hopelessly lean that anything like 
inference thereon would be quite unjustifiable. But this has been done 
in every chapter. For instance, after elaborately going through the 
variations in population from 1881 to 1921, the investigator observes: 

it is difficult to account for the changes in population.” If the investi- 
gator had taken up at least ten or twelve villages in different parts of the 
Rohtak District, examined the figures historically and then tried to infer, 
it should have been of some value. With regard to the rotation of crops, 
54 fields taken up and crops grown during the previous ten years 
noted On this, the investigator observes that the cultivator do not follow 
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any hard and fast rules in the rotation of crops or the leaving of fallow* 
Six heavy crops are said to follow one another without a fallow, and the 
reasons for this are said to be the greed of ^aminda^s, poverty of small 
tenants and too frequent changes in owners and tenants. In another place 
it is said that increasing indebtedness is due not to increasing prosperity 
but to poverty. The time has come for the Board to consider seriously if 
such conclusions or inferences are worth the trouble when based on affairs 
of a village with 143 households. Would it not be more reasonable to 
accelerate the speed of these village surveys, increase number of villages 
surveyed and then put together the data for all the villages— leaving it for 
another agency to analyse and co-ordinate as far as possible and reason- 
able the data of all the villages according to locality, agricultural conditions 
and so on. A period of fifteen months whole time for surveying a village 
with 143 households is really too much. Provided the investigator is a 
trained man, the longest period to cover such a village in the most 
detailed manner would be three months. If in 1934 the Board should 
decide to have surveys of fifty villages in all, or between four and six 
villages in each of the districts of the Punjab, they would probably do 
well to employ sufficient staff in order to get into their .hands the data of 
the fifty villages within one year at the latest. Then all the data should be 
put into the hands of an experienced collector who has had the majority of 
his service in the Punjab, or those of a public spirited qualified zamindar, 
for the purpose of seefng through the reports and presenting to the general 
reader a bird’s eye view of all the reports or in any other suitable manner 
to clarify the results of the surveys. 

Another point deserving the attention of the Board is that historical 
treatment in such village surveys is attended by a high percentage of 
uncertainty of data ; so much so that it is doubtful whether it is worthwhile 
making the attempt at all. Even today vMlage records are very imperfect, 
and to depend on them for conditions forty or fifty years ago, or to depend 
on hearsay or vague reports is not scientific procedure. The rural 
population is as a rule quite unbusinesslike and experience has shown 
that if we should be able to get at correct data regarding present conditions 
on the basis of inquiry from the householders, it should be a matter for 
congratulation, and even such figures should be, as has been done by the 
investigator in the present case, accepted after the maximum possible 
amount of scrutiny and verification. AnoAer factor which considerably 
decreases the value of such inquiries into the past economic conditions is 
the Value of the currency at the concerned quadrmniums and the economic 
aspects of social relations ailipng the different classes of the community. 
On these^we have no corred^ information and to present vague data regard** 
1 ^ toe past without referei^ce to social conditions toe purchasing 
{bwer of money, might probably lead to wrong ocndltdons Ikm 
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even approximately correct ones. All this is certainly not to take away 
from the merits of the ideal, but the Board will do well to reconsider the 
question of giving detailed attention to past economic conditions of each 
village surveyed. Of course, it might be possible and worthwhile to 
attempt at such data on one or two special items, but a general plan of 
devoting more than half the energy and the time for historical treatment 
must prove futile. 

To repeat, the publications of the Board are indeed highly valuable 
as pioneering work, and the suggestions made here are offered sympathetic- 
ally and with the best of intentions. In 1925 they had hardly any 
trained investigators, but by now they have a good band of them, and it 
is hut natural that future publications should prove still more valuable 
than the previous or present ones. 


-8. Kesava Iyengak. 


Farm Agooitots in the PuNjAB-Rural Section Publication No. 26 of 

the Punjab Board of Economic Inquiry ; by Kartab Singh, Asst. 

Prof, of Agriculture, Lyallpur Vollege: 1932, pp. 1—249: Price Rs. 2. 

This volume is the seventh of the series dealing with farm accounts 
in the Punjab. Tlie first three dealt with canal irrigated holdings, the 
fourth with well-irrigation, and the fifth and sixth with the cost of lifting 
water by the persian wheel. The volume under review contains the 
results of the observation for the period of one year of twelve farms in 
ten districts of the Punjab. Of these, holdings in seven districts were 
under 25 wells. The point that is of supreme interest is the effect of 
abnormal reduction in the prices of agricultural produce on costs of 
production. In 1926-27 wheat sold at Rs. 4/8 per niaund whereas in 
1980-B I the price went down to Re, t/9 per maund. In this period gur 
went down from Rs. 5/15 to Rs. 4/2, deshi cotton from Rs. 7/14 to 
Rs, 4/7 and American cotton from Rs. 9/6 to Rs 5/9. The heaviest 
fall was in wheat. The cost of raising to maturity an average crop of 
wheat by persian wheel fell as follows: — 


Year. 

Average cost including 

Average cost exclt 


manual labour 

manual labour 


Bs. a. p. 

Bs. a. p. 

1928-2» 

. 48 0 4 

32 11 7 

1929.30 

40 13 1 

27 14 4 

1930-31 

32 10 8 

20 11 7 
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The most important factor in the reduction of costs was the reduction 
of fodder prices. 

A study has also been made of the comparative economics of electric 
pumping: and the persian wheel, and the results are distinctly in favour 
of the Persian wheel. 

Mr. M. L. Darling: suggested to the author that land i*evenue should 
be given separate from water rates so that the proportion of land revenue 
to gross produce may be worked out. He also suggested that summary 
of expenses and income of each farm should be given separately. Both 
these have been duly carried out. 

Such investigations, carried out at such a high level of thoroughness, 
should be of very great value in assessing the incidence of land revenue 
and the urgency for sliding the tariff level for saving the raiyat from 
bankruptcy. The methods adopted for observation and collection of data 
are credit-worthy, and when one closes' the volume the feeling that comes 
uppermost is that the numerous other agricultural colleges in this 
country have not yet taken example of Lyallpur College. There* is very 
promising man-power indeed in the Punjab which the Imperial Council 
of Agricultural Research can very profitably utilise in their activities. 

—8. Kesava Iyengab 


Co-operation in India and Abroad, by 8. 8. Tnlmaki, B.A., LL.B., 

Hon y. Sect, — Provincial Co-operative Institute Bombay, 1931, price 
Rs. H/8. 

We owe an unqualifie<l apology to the learned author of this volume* 
for the delay that has occurred in reviewing it. This book is mainly 
intended to be a guide to the increasing number of students attending the 
co-operative schools and classes that are being opened in all parts of this 
country. The A, B. C. of the true spirit of the co-operative movement ns 
manifested both in India and Europe, is fully described in this book. 
Rao Bahadur Talmaki is an old, tried and veteran co-operator who has a 
thorough grasp of the co-operative movement A<)ting as the guiding 
spirit of the Bombay Provincial Co-operative Institute he mow realised 
the neetl of a suitable handbook covering the entire subject of co-operation 
in a lucid and careful manner. The history of the co-operative movement^ 
the present difficulties attending it and the future growth of the co-opera- 
tive movement in its various aspects all claim attention. His personal 
experiencie and knowledge of co-operative banking and housing has helped 
him a good deal in writing this valuable book. 
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Dividing: the l)Ook into eight parts the historical, economic and 
legal aspects of the co-operative movement are <lealt) with in the three 
preliminary portions. The remaining five deal with federation of primary 
societies, finance, organisation, general e^lucation, and education for ca> 
operators. In each an<l every section the history, theory and practice of the 
movement have Ix^en dealt with. 

Apart from emphasising the nee<le<l facts whicli would make short- 
temi agricultural co-operative credit movement more successful, the author 
has pointed out the essentials of success of industrial co-operation, co- 
operative stoi*es, co-operative housing, co-operative thrift societies, urban 
co-operative banks and tlu* land mortgage banks. 

Reviewing the organisation and administrative aspects of the co- 
operative movement tin* learn<*d and (‘xperienced author rightly recom- 
mends the dcofficialising of the movement. Even the work of auditing 
ought to be entrn.sted to Provincial ( 'o-opcrativt‘ Instil utc-.. Instead of the 
Kegifttnn- ex<'rcising tlie audit and Mipcivision powers this non-official 
agency ought to conduct both aiulit a?^ well supervision functions. 
Intelligent control from within rather than from without is the real acme 
of true s*lf-goveriiment. A co-operativc* commonwealth ought indeed to 
be based on the ]>i*iiiciples of a ]*iitional interval system of ebooks and 
controN. The initial stJite-spoon feeding and control ought to be abandoned 
a^ early as po^sible. More non-official control and less official su]>ervision 
ought to lie the guiding motto. Non-official control ha> to f»e ext<msivc nn<l 
it has to pervade cv<*ry a^'pcct of the iiiovenient. 

Kao Bahadur Talinaki wi'-ely reeoinmeinU that tiie International 
(.?o-operativ<* AHinn<*e onglit to la* repr(*seii(ed on tlu* t\)iin<‘iiof the League 
of Nation:-, We would like* to go further and link the All India Co- 
operative movement \vith the Inbaaiational ( ^i-operative Bank which would 
he sUirt(*d in tlie near future as an apex organisation looking after the 
iinancial aspect of the co-opomtivc credit movement of tin* difterent states 
of the world. 

There is an oxecilent labltography and a n.-t‘fal index which will 
enlighten the inquisitive r«*a<l<*r. The car<*fuUy written chapters make it 
eminently fit to serve as a text-b<M»k for the students of co-operation. 
Hir ].ialuhhai Samaldas has written a forowoid commending the usf* 
of this hook and we join hands with him in r<**‘ommcnding this valuable 
monograph to the various c»o-operative institntt‘s. 


— H. U.^.MArHANDRA KaI:. 


K. 17 
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Eepobt on Co-opebahvk Socibtiks in Mysorb— 1930-31 -Bangalore 
— 1932— pp* 50. 

This is fche Annual Report of the Registrar *^urveyiug the manifold 
activities of the various co-operative societies during the oftirial year 1930- 
31 — and it contains the Government Review of the movement The 
number of societies was on the decline. But more members have joined 
the same. As consolidation seems to be the watchword there need be no 
regret at th<» lack of quantitative progress. As it is, the working ca]>itd 
and deposits are on the increase. Due to the pnwalence of terrible 
economic depression there has been a decline in the number of societies, 
a fall in the net profits of the movement, and an increase in the 
percmitage of the overdoes in the dificrcnt societies. With more vigilance 
the lost ground can be easily ^gained. 

Besides co-operative credit societies, house-bnilding societies ‘stores 
societies, industrial co-operation societies, depreswsl clashes so(Meti(‘s, 
spe<Mal co-operative societies, students societi<*‘< and Itind mortgage ‘•ocit‘tie‘s 
affiliateil to a land mortgage bank exist m the ^late ol Mysore. Their 
civic and social activitie*' are on tlie incn*as\ More non-official agents 
are getting int<*re'-ted in tlie working of tin* (*o-o)>(*rative movement. Tlie 
different stiite <iepartjnentH (r/t.) lieveiuus Agriculture, Indu^lries, ami 
Commerce, and Dev(‘lopni(*n( departments hav(* heartily co-o])erated with 
the 1 o-operative department. The fascinating details ot the progress of 
these co-operative sociAtie*^ are outlimsl in page'* 10 to 43 

It need not be ^taU^d that this progress ^\ould liave be(*n more 
marked but for the fall in agricultural prices and the de])n*sse(l (‘conomic 
conditions facing the country and the wider world at larg(‘. 

— B. Ra^u u h vNi>ii\ R \r 


A 8ukvky of Eookomic Deyklopment with Sckciau Refkeenik 
<}beat BuiTAm, by J. F. Rees. Bir Isaac* Pitman & Bons, Ltd., 
I^ndon, 1933. pp. 330. Price 7-6-0 net. 

This book is intended to be a ‘companion’ t(*xt-book in the study of 
Economic History. Those who go through its pages will imsily see that it 
is thoi*oughly suited for the purpose. It traces Economic development 
from the earliest times to the present day and this is done within 
the sp^ce of 380 pages and witiiiout omitting any important factors. The 
main features of economic evolution are, where necessary, deariy ouh* 
lyaed and die economic history of Great Britain is narrated in greater 
d^ii 
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The book is divided iuto four parts. Part I is introductory and is 
concerned with such topics as the approach to History, Simple Com- 
munities, the Mediterranean Civilization and the Origins of British His- 
tory. Part II discusses the Middle Ages under the heads the Feudal struc- 
ture, the Manor, the Town, Markets and Fairs, the Organization of Commerce 
and Industrial Development. Part III is taken up with the Ages of 
Transition and descril)es Maritime Discovery, the Revolution in Prices, 
Agri(*uUure, Industry, Patents of Monopoly, Trade and Commerce, Rivalry 
with the Dutch and Banking and Credit. Part IV deals with the 
Industrial Age in which three phases are distinguished. The first phase 
lasted roughly from 1760 to 1800, the second from 1800 to about the middle 
of the nineteenth century and the third from the last date to practically the 
year 19B2. 

The book will be found to he a most useful work by the students of 
Economics and wc strongly recommend it to them. 

~G. 1). K. 


Time and Place by Lionel W. Lyde and Alice Garneot. Basil 
Blackwell, Oxford. 193B. pp. 183. Price Rs. 2. 

The relationship between History and Geography is well known. 
History is concerned with Time and Geography with PlacK This little 
book purports to emphasise the relationship of the one to the other. In it 
the authors attempt to survey the development of some of the great 
civilisations of Europe and the Near East, both chronologically as considered 
by Historians, and regionally, as seen by Geographers. The book contains 
12 illustrations and 48 maps. We are sure the book will prove of great 
benefit to students in schools for whom it is meant. 

-K. 
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